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21, JANUARY, 1955, 


THE CHAIRMAN: Yes, Mayor Mackay? 
MR. MACKAY? Mr, Chairman, members of the Royal 


Commission, first we want to thank you for the City of Calgary 
for allowing us to infringe upon the order of your pattern 

SO we can place before you the answer to one of the questions 
the Royal Commission asked of us the last time we had the privi- 
lege of sitting with you here in these chambers, The question 
was advanced by the Commission that they would like to have some 
sort of a statement in relation to what effect does the oil 
development of Alberta have in the picture as related to Calgary 
of 1955 and immediately preceding years, We felt it was out 

of the question for the Board of Commissioners to answer all of 
these questicns on their own so we looked to what we felt was 
competent authority to answer some of these problems for us, and 
if someone had asked me what is the spirit of Calgary I submit 
one of my number one evidences to you this morning, a gentleman 
who is presenting our case in relation to the oil development, 
Carl Nickle, M.P., who at the present time, of course, is busy 
in Ottawa with the Federal House and is also endeavouring to 

get his own plans under way for a Peieneenar vacation, still 
we prevailed upon him and he left Ottawa and came back to Calgary 
to present a brief and at the same time to answer any questions 


you may be prepared to direct to him. We appreciate Mr. Nickle'ts 
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favourable consideration of our request, and we appreciate 
sincerely the way he has gone out of his way to be of service 
to the Royal Commission. Without any further ado I would like 
to ask Mr. Carl Nickle to take the stand and present a brief 
which he has prepared on behalf of the City of Calgary and 
the Council and to answer any questions that you, as members 
of the Royal Commission, would like to direct to him, 
THE CHAIRMAN: Thank you, Mr, Mayor, 

Good morning, Mr, Nickle. 
MR. NICKLE: Good morning, sir. Now, where 
would you like me to take my place, right here? 
THE CHATRMAN: Right there, and Mr. Nickle, you 


will be sworn. 


CARL OLOF NICKLE, having been duly 


sworn, testified as follows: 


THE CHAIRMAN: A rei, Mes Neckie) 2f yotrws.11 
proceed. 
A Well, Mr. Chairman, members of the Royal Commission on 


Metropolitan Development of Calgary and Edmonton, by way 

of introduction may I say that the, “Investigations relative 
to, and preparation of this Brief, were undertaken by 
myself at the request of the City of Calgary, in order to 
MakevaVen LADLE CoO “you, sir, “An appraisal (ofthe, impact’ of 
the growth of the oil: industry in Alberta on the community 


of Calgary. 
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The hard core of this appraisal is a set of Statis- 
tics, a copy of which is included in the Brief, prepared 
from answers by Calgary-based oil companies to question- 
naires drafted by myself. These answers provided specific 
and accurate information as of today, four years ago and 
eight years ago, concerning the number of oil personnel 
employed by these companies in Calgary, their Payroll, 
their Floor Space occupied for offices and other isco, 
and Motor Vehicles used by these companies and their em- 
ployees in Calgary. 

In the limited time (two weeks) since submission of 
the Questionnaires, ninety companies including 100% of 
the larger independent and major firms in Calgary have com- 
piled and made available their answer, A larger number 
of firms, all relatively small so far as their operations 
in Calgary are concerned, had not submitted answers by the 
deadline date, but I estimate that companies not covered 
by specific answers represent between 17 and 20 percent of 
the Calgary-based oil employment, payroll, floor space 
and motor vehicle use. Estimates for this group have 
therefore been added to the actual data from the ninety 
companies to arrive at the "Close Estimates” used in the 
body of this report. 

Now, working from this data, I have drawn a number of 
conclusions concerning Non-oil Employment and other factors 


resulting from, dependent upon, but not actually pant. of 
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the oil industry itself. In the limited time available, no 
detailed research was possible, and the conclusions drawn are 
therefore subject to a substantial bereiinoleerror, “1 believe, 
however, that conclusions are on the conservative Side, and 

that actual Impact of oil in terms of creation of Non-oil employ- 
ment, payroll, capital investment, and enlargement of general 
business, is actually greater than the estimates used. 

I wish, sir, to express my appreciation to the 
members of the oil Industry in Calgary for their co-operation 
in making available data concerning their Calgary operations, 
and to the others who assisted in making this Appraisal possible. 

It should be emphasized that this Appraisal is not in 
any way a presentation by the Oil Industry, nor are any con- 
clusions drawn an expression of opinion by the Oil industry." 

Now, by way of a little general 
background to the oil industry growth in Calgary, sir, may 
Desay thet, 

"Starting with the discovery of oil and gas back in 
1914 in the Turner Valley field about 25 miles southwest of 
Calgary, and the subsequent development of this field after 
1936 into Canada's first major field, Calgary became the 
principal financial centre and operating headquarters of a sub- 
ShanvlaeWesverrieo LMM inCist mya nin February 1947 the Leduc 
oilfield was discovered 20 miles southwest of Edmonton, that 
quickly emerged as Canada's second major oilfield, and to spark 


a tremendous expansion of oil and gas exploration and development 
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OVer a ULerri cory Which now covers over 350,000 square miles 

of Western Canada, including most of Alberta, the south half 
of Saskatchewan, southwest Manitoba, northeast British Columbia 
and the southerly part of the Yukon and Northwest Territories. 

During the past eight years over $1,400,000,000 of 
new capital has been poured into Western Canada for oil and gas 
exploration and development, and construction of transport 
and” processine Tactiities, “some 2,750;000,000 barrels of 
SLESreserves ano-upwards=eos 20,000 Billiconscubie-feet of 
natural gas reserves have so far been discovered, over eighty 
percent of Ghese beings’ in Alberta. Oil potential - that is 
the ability to produce - has climbed from 19,000 to over 
ne, 000 barrels per day, “Actual soil production has climbed 
from 19,000 barrels daily in 1946 to about 263,000 barrels 
daily in 1954, and this year may average as much as 338,000 
barrels daily. For the past two year of record-scale develop- 
ment 2n the west, new discoveries of O01 or gas have been 
made at a rate of one every two days. Overall expenditures by 
the oil industry in Western Canada have climbed to over one 
million dollars a day, contrasted with one million dollars 
a month inao4e. 

The oil industry has now become the largest single Min- 
eral=-producing industry in Canada (with 1954 value of output 
about $246,000,000), and has become the second largest industry 
in Western Canada in terms of personnel employed, and revenue 


produced, and the largest industry in the West in terms of 
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new Capital investment. It is expected to continue its great 
expansion in years ahead, 

During the eight years of Western Canadian oil and 
gas expansion since Leduc's discovery, the City of Calgary has 
Sclidinviestabimsherseauposition as '0i1 Capital’? of Caneta 5 a= 
that is with due deference to the Edmonton Chamber of Commerce -- 
"as toperation headquarters’? for companies producing over 
ninety percent of the oil and gas in Western Canada, and con- 
ducting over ninety percent of the vast exploration and develop- 
ment over Western Canada. 

This partly resulted from the long and close relation- 
ship of Calgary to the pre-Leduc oil developments in the West, 
asiWelleas to exforts by the civic administration, business 
leaders and others to encourage the host of incoming oil firms 
to make Calgary their headquarters. The location in Calgary 
of the only publications able to provide detailed daily informa- 
tion on Canadian oil to interest-aroused oilmen throughout the 
world, and the impress of a Calgary dateline, also helped to 
bring newcomers to this community for their *first—-hand’? 
look at development. 

Meantime, the City of Edmonton has developed as the 
major 'field headquarters’ of the oil industry, because of a 
heavy concentration of oil reserves in the immediate area3 
and has also become the principal single location of oil 
refineries, petrochemical plants, equipment stores, and other 


related facilities in the West. In varying degree many smaller 
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communities in Alberta, and communities in other Western provin- 
ces, have also become centres of field development offices, 
equipment stores, oil refiners and other related projects.” 

These I tried to summarize in a 
brief short statement. 

"During the eight post-Leduc years, from the end of 
1946 to the end of 1954, Calgary's position as Western Canada's 
Oil Capital has brought the following changes: 

The number of Oil Company Personnel based at Calgary 
has increased an estimated 613 percent, from 703 persons to an 
estimated 5,016 today. 

The number of Oil Company Personnel, including their 
families, has increased an estimated 632 percent, from about 
1,977 persons to an estimated 14,491 today." 

1 might mention. thenesGsir; 2in 
arriving at this estimate of total personnel including 
families, we have used a family group of husband and 
wife and two children. 

"The Annual Total Payroll for Geliediep ieee Chiak 
Personnel has increased around 1,343 percent, from an estimated 
$1,595,798 in 1946 to $22,948,936 in 1954. 

The Average Annual Income per Calgary-based Oil 
Employee has increased over 100 percent in eight years, from an 
average $2,268 in 1946 to about 8), 575 HSL o5h.% 

The estimated Total Floor Space occupied for Offices 


invGalsary by Oil firms has increased about 1,720 percent, from 
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48,586 square feet in 1946 to 884,253 square feet in 1954. 

The estimated Total Floor Space occupied for purposes 
@ther than Offices by O11 firms in/Calgary has increased. about 
207 percent, from 100,294 square feet in 1946 to 307,962 square 
Feet inslosk. 

The estimated Total Floor Space in Calgary occupied 
by Oil firms for all purposes has increased about 701 percent 
in eight years, from 148,880 square feet in 1946 to 1,192,215 
square feet in 195L, 

The Total Floor Space now occupied by Oil firms in 
Calgary would, if spread out along a fifty-foot wide Highway, 
stretch for more than 43 miles. If incorporated into a single 
Building one hundred feet square, the building would have to 
Gower Lio stories fae,” 

ie GH ths pas comments will eave 
some idea of the tremendous growth in office space and 
other space requirements by the oil industry in our com- 
munity . 

“The number of Motor Vehicles based in Calgary, owned 
by Oil firms or by Oil personnel, has increased about 900 percent 
in eight years from sn vestimeated 2) am 1946 to 3, hel in 1954. 
Of the current Motor Vehicles, an estimated 2,513 are owned by 
Calgary-based Oil personnel and 908 are owned by Companies, 

There are now two Motor Vehicles (either Company or 
Personnel-owned) in Calgary for every three Oil employees, com- 


Dared wath tWo Tomeevery Tour Oil employees eight years ago. The 
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number of Oil Personnel employed for each Motor Vehicle based 
in Calgary is now 1.47, compared with 2.05 in 1946." 
White [ haye to specific figures, 
Sit, of botal car’ registrations in Calgary, I believe 
that this trend which is apparent in use of motor vehicles 
by members of the oil industry has also been true of 
usage of motor vehicles by all sections of the population 
in this community. 

"There is now one Motor Vehicle (either Company or 
Personnel-owned) in Calgary for each 4,23 persons (Oil 
Personnel and their families), compared to one Vehicle per 
5.70 persons in 1OLG, 

The major portion of the eight year growth has oc- 
curred during the past four years (1951-1954) Poe lus Ve, nee 
aspects as they affect the City of Calgary, according to the 
writer's Estimates. 

The number of Personnel employed by Oil firms in Sells 
Bary “increased by 2,920 during the years 1952-1. compared with 
an increase of’ 1,393 between’ the end of LOLG and the ena of 
950. 

The 1954 Calgary Payroll of Oil Personnel showed an 
increase of [15,892,362 over that of 1950, while the Payroll 
of 1950 showed an increase of only $5,460,776 over that of 1946. 

Total Floor Space occupied by Oil firms in Calgary 
increased by 756,557 square feet between the end of 1950 and 


the end of 1951, compared with an increase of 286,778 between 
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1946 and the end of 1950. The Office Space increase was 
622,433 square feet between 1950 and 195, compared to an in- 
crease of 213,234 between 1946 and 1950. Floor Space for other 
purposes increased 134,124 square feet between 1950 and 195h, 
compared with 73,544 between 1946 and 1950, 

The number of Motor Vehicles based in Calgary, owned 
by Oil firms and Personnel, increased by 2,245 between the 
ends of 1950 and 195 compared with an increase of 833 between 
19L6 and the end of 1950, 

The various facts, estimates and comparisons presented 
convey some measure of the Impact on the City of Calgary of 
the rapid growth of Oil Industry operations in the community, 
but they do not of course present the full picture. 

PoOUwexXaiipia,. ohe Payroll of Oil firms in GCaleary is 
only a partial appraisal of the addition to Gross Income brought 
into the community. In addition to Payroll, the Oil Industry 
has been responsible for Capital Investments in new Office 
Buildings, Warehouses and Plants, and new Homes, totalling an 
estimated minimum of $70,000,000 over the past eight years, 
with the bulk of this coming during the past four years. 
Millions of additional dollars - upon which no estimate is made - 
have gone to Calgary suppliers for Office and one Lurni shames, 
equipment and supplies of all kinds’ and for automotive and 
other outdoor equipment and supplies. 

Capital expenditures for Office Building, Plant, Ware- 


house and Home construction made necessary in Calgary by expansion 
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of the Oil Industry account for a large and continuing heavy 
percentage of Construction Worker Jobs in Calgary. 

Servicing, maintaining and operating of Buildings oc- 
cupied by Di ltd irmsoinethe cityiaccount for a large number 
of jobs on behalf of but not included in the Oil Personnel 
totals, 

A substantial percentage of the increase in number of 
Jobs in Calgary in all lines of business wholesale and re- 
tail merchandizing, rail and truck transport, restaurant, pro- 
fessional services, automotive, government Services) 6bc,0- 
is directly due to needs created by Oil industry growth. 

A very substantial number of the Non-oil manufactur- 
ing plants established in Calgary during recent years have 
located here because of expanding Western markets stimulated 
by Oil development. 

While no really accurate estimate is possible of the 
number of Calgary Jobs outside of Oil created by the presence 
of Oil Headquarters in the city and an expanding Oil Industry 
in Western Canada, I believe the number might be conservatively 
estimated at one and one-half Non-oil Jobs for each Oil Job 
nibgh elias Kamar 

On this basis, there would today be about 7,500 Jobs 

in Calgary outside of the Oil Industry existing because of Oil. 
These workers would represent on the order of 22,000 of Calgary's 
population, counting in wives and children. 


It may thus be estimated, and conservatively that 
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Calgary today has around 12,500 Jobs in the city in Oli or due 
to Oil, and that these support over 36,000 of the city’s 
population, 

It may also be reasonably assumed that the majority 
of Jobs and Businesses of all kinds in Calgary are in some 
measure - small or large as the individual case may be - 
dependent on the continued health and growth of the Oil indus- 
Utyern “he Catyeand inPthetWest),) |The cmpect ce Cid “errects 
every part of the Community. 

Imee¢lose off this section’ ofl the Brief, an interest-— 
ing comparison may be drawn between the overall Population 
Increase in Calgary and the increase in Population in the 
city dineetly or indirectly sUpPOrs eds by sor L, 

According to Census figures quoted py "the City of 
Calgary --" in their own Brief to this Commission ~-"Popula- 
tion of the city increased by 56,704 during the eight years 
from end of 1946 to end of 1954. During the same period, our 
own estimate of Population increase for those directly supported 
by Oi1 (Oi1 personnel and families) amounted to 12,514 persons, 
AeUDers éniivot ricual Rosiy increases while our estimate for those 
indirectly supported by Oil increased by 18,770 persons, or 
Joepercent tof, thetotaly1 Thus themincrease in number of 

1 persons directly or indirectly Supportedby Oil represents some 
D> percent of Calgary's population increase in the eight 
year period, 


The importance of Oil is more marked in the past four 
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years than in the preceding four. In the years 1951 to 195L 
inclusive Calgary population increased an estimated 35,818, with 
direct and indirect “support by Oil représenting a number equal 
to 60 percent-- this is included -- (Directly 8,695 persons, 
24% of population increases Indirect 13,042 persons, 36% of 
population increase). In the years 1947 to 1950 inclusive, 
Calgary population increased an estimated 20,886 persons, with 
direct and indirect support by Oil representing a number 

equal to 42% (Direct 3,819 persons, 17 percent of population 
imcrease: slnicirect, support 5,729 persons; °25 percent of 
population increase) i." 

Mr. Chairman, members of the Com- 
mission, my final comments on this subject are to deal 
With Oil and the Municipal Financial Problem, 

"Every growing community in Canada, whether its 
expansion 1S4due Tosi mi ito. the lommandustry Crcany oLner 
industry or group of industries, today finds itself faced with 
problems of Municipal Finance. 

The fault lies, however, not with the incoming indus- 
try or industries, but with a distribution of taxing powers 
between Federal, Provincial and Municipal governments in Canada 
that does not meet modern conditions. In some degree, the bur- 
den on municipalities has been alleviated by Grants from senior 
governments who possess the wider taxing powers, by low-interest 
Loans from the provincial governments,and by other measures, 


It is increasing apparent, however, that growing 
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Municipalities cannot provide from Taxation on Real Property 
and other limited avenues of income open to them, or from 
existing scale of Grants from senior governments, the revenues 
needed to adequately provide Educational and Hospital services; 
~modern high-cost municipal roads: Sewer, Water and other ser~- 
vices of that type: and Welfare and other assigned municipal 
Responsibilities, slne City or eCaleary , in its own. Brier to 
this Commission, discusses the problem in considerable detail 
and makes certain recommendations to alleviate it. I will 

NOU Unerer Ore (eal fucthcm with tnet phase of it. 

Le eiould De pointed out, however,. that Oil - the 
¥nd stry which has been the largest single factor in Calgary's 
recent growth - has provided and continues to provide its full 
Share Of Municipal income, in, addition tc ite Tull. share of 
income to the senior governments. 
Unlike the properties of senior governments, the Real 

Property in Calgary owned or rented by the Oil Industry and its 
employees bear Municipal Taxes at the same rates as borne by 
other members or the, community, 0115s construction, program 

and expansion of recent years has added a great deal to the 
city’s taxation income but - because of circumstances beyond 
the control of the industry (or any other industry or business 
in the community) and I believe beyond the control of the 

civic administration ~- municipal requirements exceed municipal 
powers to tax directly or to draw grants from senior governments. 


Now without attempting to draw conclusions from then, 
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I think these facts might be mentioned relative to the oil in- 
dustry in Calgary. 

This industry’s operations in Alberta have vastly 
increased the revenues of the Provincial Government from oil 
and gas fees, lease and reservation rentals, royalties and 
bonuses on Crown owned mineral rights (from less than 
#$1,000,00 in calendar yéar 1946, to over $60,000,000 in 
calendar year 1953, and in the calendar year 1954 according to 
information just received, over $108,000,000 to an eight year 
total exceeding 431.8,000,000). These revenues are the prin- 
cipal reason for the very favorable financial position of the 
Provincial Government today. 

Revenues of the Alberta Government have also been 
very materially increased by the operation of Oil industry 
motor vehicles in Calgary, by the large increase in Non-oil 
vehicles "in Calgary indirectly attriouvable bo oil, Garcugn 
provincial License Fees and Gasoline Taxes. The Alberta Govern- 
ment has aiso materially increased its revenues through La quor 
Taxes and other provincial levies, because of direct and in- 
direct Impact of Orton such municipalities as valgary. 

The Canadian Government has benefitted very materially 
from Personal and Corporate Income Taxes levied on the Oil 
industry and its Personnel (and upon business and persons whose 
earnings are affected by Oil). The national Government also 
very materially benefits through Sales and kxcise Taxes on 


field, office, automotive and other equipment purchased by the 
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Oil industry and its personnel (and others affected by Oil): 
and through other levies which are in the Federal field, 

The vastly beneficial effects of oul and other indus- 
tries on community, provincial and national economies are 
undeniable, sir, The problems that new industry and population 
growth create in the field of Municipal Finance are equally 
undeniable - but these are problems that cannot be solved 
ives OnMenva0Gueresi ne Lesindustry, but must be resolved: by, 
study and negotiation of representatives of government, to 
achieve a more equitable and realistic re-distribution of the 
Tax Dollar among the three levels of government in Canada." 

Thank you. 
WREPORT IN PART! 
EXHIBIT ONE 
IMPACT OF OIL INDUSTRY GROWTH ON CALGARY 
Following Data based on Answers to Questionnaires submitted 
by Ninety Uli Sil ris. iis Conreety Wi Uti Sones Peri chiar = 
cept for Motor Vehicles owned by Company Personnel, where 
margin of error may be slightly greater. The companies 
covered represent 80% to 83% of Oi1 employment, Payroll, 
Space and Vehicle use in Calgary. Estimates for remaining 


companies are incorporated in Estimated Totals in Exhibit Two. 
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19163 19503 19d3458 
ls Number of Personnel based at 
Calgary, employed by Com- 
panies as at end of year 
shown 598 bpp esys 1,264 
22 Fersonnel employed includes: 
Married Personnel 365 niyo) zs 2, 08h 
Single Personnel Cee (Bie: 1,580 
3: Approximate Annual Total 
Payroll for Calgary, based 
Personnel of Companies $1,356,428 $5,998,088 $19,506,596 
Le Average Yearly Income per | 
Employee $2,208 $3,366 e155 75 
5¢ Approximate Total Floor 
Space occupied in Calgary 
by Companies for Offices at 
end OL year = Sd. it, 41,298 Paw pany 751,015 


Oe) Aoprosd tate Total Floor 
Space occupied in Calgary 
Lor Upner USes 2 en ol year 
- sq. It. oS a8, User ey 261, (00 


72 Numbereot Motor Venicles, 
Company-owned, and based in 
Calgary ae 286 772 


ees 
°° 


Number of Motor Vehicles 
owned by Company Personnel, 
Calgary-based 220 OL oF 1sG 
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IMPACT OF OIL INDUSTRY GROWTH ON CALGARY 


stimates below are based on Answers to Questionnaires submitted by 


Companies representing 80% to 83% of Oil employment, Payroll, Space 


and Vehicle use in Calgary PLUS estimates for remaining Oil firms 


which had not submitted Answers in time for inclusion in this Brief. 


19463 Increase 


leApproximate Annual -- 
Total -Payroll for Cal- 


gary 


Zi Le OG, 


-pased Oil Co. 
Personnel 


Personnel, 


Calgary based, as at 
end of Year: 


: Married 29 
» Single 271, 
Total Number 703 


S22 Votal Ory Personne. 


and Families 


Dp ie 


AsApproximate Total srlacr 
opace occupied in Calgar 
OV ROL OOS s. . = 


ror Offices 
for Other Uses 
Total Square Feet 


48,586 
100,294 
148, 880 


5eNumber of Motor 


VeENLC Les, 


Company 


owned, Calgary-based Sk 
Number of Motor 


Vehicles, 


Personnel 


owned, Calgary-based 259 
g@ Total Motor Vehicles, 
@ company and Personnel 

owned, Calgary-based eye 


6¢Personnel employed, per 
Motor Vehicle ia 
Personnel incl, Family, 


per Motor Vehicle 


NOTES 


used in estimating Total of Oil Personnel and Families. 
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in L Years 


833 


1950: Increase 


Ly Ae2 
86k 
2,096 


5,796 
261, 820 


173,838 
435,658 


336 
SL.0 
ahaghtte 


hers: 


les 92 


in & Years 


pperle 


8,695 


622,133 
134,124 
Po OEY 


Reh) 


LO dies 


G5 05 e7 Games 100 3776 17,050,574 15,892,362 22,918,986 


1h, 491 


88h, 253 
307,962 
1,192,215 


908 


25913 


3 hel 


1.47 
er) 


Re ITEM No. 3- family unit. of four (husband, wife, two children) 
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mete ae. 
THE CHAIRMAN e Mo, MoGruther, this Exhibit will 
be number 52-C, 
THE SECRETARY: LOS, Sir. 


BRIEF ENTITLED "THE IMPACT OF OIL 

INDUSTRY GROWTH ON CALGARY" THEN 

MARKED AS EXHIBIT 52-C. 

THE CHAIRMAN: Thank you. 

Mieevickie, lf hayen’s had=an on- 
portunity of examining the two pages of statistics at the 
end, but am I correct in assuming that these summarize 
material in the body of the Brief? 

Tap ls corrsca, sir, 
Yes. Thank you very much. 

Now, does either the Mayor or Mr. 
Bredin plan to ask Mr, Nickle any GCuestions. on Pirect 
Examination? 

MR. BREDIN: Well, we have nothing further, sir, 
if there are any other questions that any of the other 
parties may wish -- | 

THE CHAIRMAN: Thank you. 

MR. BREDIN: “=< LO esk, lL am sure Mr, Nickle 
will be glad to answer them. 

THE CHAIRMAN: 1635 /sihen that Leaves the field 
wide open so far as other parties in attendance here, 

if there are no questions from them then I shall refer the 
matter to the members of the Commission. 

Then perhaps we may assume that 


there are no questions of Mr. Nickle. 
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COMMISSIONER DAVIES: i want tonask>eMr, Nickle a 
question, 


THE CHAIRMAN : Yes, Now, the Commissioners. 


EXAMINATION BY COMMISSIONER DAVIES: 

Q Mr. Nickle, we had a statement made in the Hearings in 
Edmonton, I think it was by Dr. Littler of Canadian 
Industries Limited who came from Montreal, relative to 
the question of how many jobs were created in the Edmon- 
ton area per each job that there was in his plant. I 
haven't got Dr. Littler’s statement before me, perhaps some 
of my colleagues on the Commission will correct me, but I 
think he said three or four jobs were created, that for 
each person that they put in their permanent employment 
in their plant that it was three or four more jobs were 
actually made in the total area, and you mentioned here 
about one and a half jobs. Have you any reasons for 
thinking that might be pretty low? 

A Yes, as I stated in the Brief that I believe the figure to 
be conservative. I might say there that in trying to 
arrive at an appraisal of the impact on jobs outside of 
oil we first of all checked such records as were avail- 
able, the various studies made in Canadian and American 
Municipalities of the impact of various industries on 
the local economy; we found that the American Chamber of 


Commerce in a report covering an appraisal of some 20 
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American States arrived at the conclusion that for every 
100 new jobs created in a community 74 other jobs outside 
that industry were created in the same community. We 

found other surveys which gave a range of indirect job 
creation ranging all the way from two jobs for every one 
jobrim the iandustryto-as high as, four-gobs outside the 
industry vitor every one in it. In the case of Calgary in 
this particular appraisal, without having too much in the 
way of specific data to go on except these previous 
Studies, I tried to make some reasonably close calculations 
as to the number of jobs in each field of business or 
enterprise in this city which could be directly related 

to oil development. For example, in the construction field 
there are, at the present time, some 7300 construction 
workers in the city. The estimate we arrived at for that 
particular field of business was that at least 40% of those 
jobs spread over the last several years were created directly 
by the demand for construction resulting from the oil in- 
dustry. In the field of manufacturing a lesser percentage 
applied in this particular case. Going to wholesale, 
retail trade, restaurants, Government services and so on, 
we did try to arrive at reasonably close estimates for 

each of those industries and out of the, those various 
SuUUdLes Came co the Contlusion that within the city itself 
a conservative appraisal would be one and half jobs for 


every oil job. Now, bear in mind of course, too, sir, 
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that-screation of jobs outside the community due to the 
oil operations here is also very substantial, jobs in 

the various manufacturing industries in Eastern Canada, 
Supplying goods and materials to the oil industry in the 
West and so on through many other industries outside this 
particular community are due to the influx of oil here. 


THE CHATRMAN : Mr. Robison, 


EXAMINATION BY COMMISSIONER ROBISON: 


Q 


u 


O 


Mr, Nickle, for the record will you state what is the first 
industry in Western Canada in terms of personnel employed, 
f am referring to page 2, paragraph 3? 

Agriculture, 

16S, -Now, going on to page 3, the floor space plan, so 
farcas the oll industry in the city is concerned, is towards 
the acquisition of more space, is it not, at the present 
time? 

Very Ceri ni tely feito ves, 

You may remain seated, Mr, Nickle, Is it not a fact that 
there are several new buildings in prospect to be occupied 
entirely by oil companies in this city? 

Yes, New building construction Specifically for oil office 
buildings under vay at the present time would add as a 
minimum another 150,000 square feet, 

Yes? 


To the total already occupied at the end of 195k. 
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Q Well, just as a matter of interest I heard the other day 


that "aiderge office building ain this city is to be completely 


taken over by an oil company? 


A That is correct, taken over by one oil company which -- 
Q By one oil company? 
A -~ [ might say there that that one company when it com- 


menced operations in Calgary, in Western Canada in 1946 
CeCupied ne private office and one outer office totalling 
less then 1000 square feet, a total personnel of three, 

iG willevery| shortly be occupying I believe it dis: @ tens 


storey building. 


Q Tieieauear ett , 

A Dt Bale 

Q Yes? 

A With some hundreds of employees. 

Q Yes. Now, is there, do the prospects show that the per- 
sonnel is increasing, that is it is still coming in, 
growing? 

A Yes. We have used the two four-year periods here with the 


last four years, of course, showing a substantially greater 
influx of personnel and greater use of space and so on 

than during the preceding four-year period. I think it 

is a fair assumption that the growth provided markets 

for both oil and gas continue to be found at a rate fast 
enough to satisfy our growing potential, that the growth 


in this community and in other municipalities in Alberta 
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Q 


Gee. 


Will continue at a rate at least as great as that shown 
over the last four-year period, 

And if this pipeline proposition is concluded that may have 
another substantial effect? 

T6cyeoir, COUN Proposed eas pipeline companies would have 
their head officeseim Caleary, that-is pipelines for gas 
both east and west from this Province and that would add 
in total some hundreds in the city alone to personnel em- 
ployed in oil here, 

Now, I wanted to get into something here just briefly that 
hesmetmeeen COveredpin thesbrici, but. | believe it bode 
important, J make this observation and I imagine you 
would agree that the type of companies and the general 
nature of the corporate enterprises that are.interested in 
Che *o1l Gevelopmeny are eenerally of a Nigh prade nature, 
they are financially competent, and well, they are well- 
financed and solid companies on the whole, is that not 
correct, Mr, Nickle? 

Theat 18 correct, J would say that at least 90% of the 
oil jobs in Calgary and floor space used in Calgary are 

on behalf of companies which range in capital from half 
JSON dG ars Ups to some Dbullions of dollars per 
company and are financially sound. 

Yess, Which eituechoniis undike to thentormer oil boom, 
shall we call it, that occurred in this area some thirty- 


odd years ago, twenty-odd years ago? 
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A Yes, the day of the small promotion company is just about 
done, The growth in this community and other communities 
in the West now due to oil is on a much more stable basis 
than anything we have seen in the West in previous oil 
booms. 

Q Mr. Nickle, that is the very question I was coming to, and 
that Siwiyereuhinklit is important, *You conclude that, 
and I wish you would make a further statement on it, that 
the oil situation in Alberta generally is a sound pro- 
gressive development and not speculative, on the whole 
these small peripheral financed companies are dropping 
out lof thevpicture,“so DT understand, pretty well, 

A Yes, many of the small inadequately financed and inadequately 
managed small companies have gone by the board. 

Q Yes? 

A And the operations now are largely in the hands of both 
Canadian and foreign companies who are well managed and 
are well financed. 

Q Xoo 

A And give this industry much greater stability than we have 
ever had in the oil industry in Western Canada prior to 
1946. 

Q One final question, Mr. Nickle, it arises from something 
I read in the paper this morning with regard to a move made 
byesome Texas cilsinterest tor bar»thelimportation of 


forsien oll, you probably read it yourself* is there 
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anything in the horizon that could affect us adversely 
beres an your judement? 

No, the particular reference in this morning's paper was 

a Washington report concerning a proposed plan for new 
fesuricuions onto Gmports in the United States. I did 
spend a week in Washington earlier this month and went 
into the particular plan with members of both the 
Executive and Legislative bodies of the U.S. Government, 
and the plan that is proposed is one which would pretty 
Specifically exclude Canada from any restrictions under it. 
The plan proposed would involve a quota system in which 
each oil country would be permitted a quota of oil imports 
to the United States markets based upon that country’s 

own purchases of all types of American goods. In the 

case of Canada our quota would work out to something over 
one million barrels of oil a day and inasmuch as our present 
exports to the United States of oil are a mere matter of 
10,000 barrels a day and we won'ft go beyond 75,000 barrels 
a day this year, I don't think we have to worry when our 
quota, if this law were passed and there is some doubt 
about that, but our quota would be roughly a million barrels 
a day. So far as gas is concerned, of course, the problem 
is quite a bit different, and there is a serious danger 
that within Canada itself restrictions may be imposed 

upon movement of surplus gas out of Alberta which could 


have a depressing effect on the gas phase of the oil and gas 
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industry in Western Canada. 
You refer to restrictions imposed within Canada? 
(Ge eso ar 


Yes. Thank you. 


RE-EXAMINATION BY COMMISSIONER DAVIES: 


Q 


Mr. Nickle, what are we importing a month now Pron sung 
United States in the way of barrels of oil? 

The only oil coming in from the United States to Canada 
at the present time would be about 17,000 barrels a day 
of crude oil into Ontario where it is in competition with 
our own oil, some 15,000 barrels a day of heavy ends, 
bunker fuels into British Columbia which serves the type 
of market which cannot be served with the type of Alberta 
crude we are now moving into Vancouver refineries, that 
is a market we cannot replaces the Eastern 10% of Canada's 
oil market, based on Montreal and Halifax refineries are 
getting the bulk of their oil trom the Middle East, South 
America, and a very limited volume from the Gulf Coast 

of the United States. 

Thank you. 

THE CHAIRMAN: Mr, Hayes. 


EXAMINATION BY COMMIT SSTONER HAYES 3 


Q 


Yes, I would like to ask a question about the revenues 


that both the Federal and the Provincial Government derive 
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Prom oul wend Let's take the Province of Alte rta.-' Do 

you feel that there are any particular parts of Alberta 
that share a greater expense than others the revenue 

trom onl? 

That's a good question, sir. I have mentioned in this 
Brier) the numbertor dollars whichi have accrued: tor the 
Provincial Treasury from the een mineral rights, 
amounting last year to $108,000,000. Obviously the impact 
of oil on the various parts of Alberta has varied from 
one Municipality to another. Calgary and Edmonton and 
the communities immediately surrounding those cities, of 
bourses haver peer moot atfected ato ai lesser degree. the 
smaller towns like Stettler and Leduc and Red Deer and 
Lethbridge and many others who have oil or gas development 
in their vicinity, they also have had their Tinancial 
problems increased by the oil development in their vicin- 
Loy, "buted believesesir,<that a. ereater! portion of the 
oil revenues of the Alberta Government which are accruing 
to that Government on behalf of all the people in this 
Province should be distributed through the Municipalities 
directly to the people of the Province. Now, the formula 
for doing. theathis something) 1 ve not going to attempt to 
suggest, but I believe it is a fair assumption that all 
the Municipalities who have been greatly affected so far 
as their finances are concerned, by the entry of oil, are 


entitled to a greater, some greater percentage per capita 
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basis of any Provincial Government grants to Municipal- 
Ries 1FOU AGS o1l income, then our Municipalities 

which have in no way been affected by the, adversely that 
Heouy the entry 07 the o11 and eas industry, 1.n other 
words I do believe many of our Municipalities hit by 

oil financially should draw per capita benefits from the 
Provincial Government oil moneys on a greater basis than 
Municipalities which are in no way affected by the impact 
Of Ene ot industry. 

You don't think that.the Municipalities where the oil.is 
discovered and produced have any prior claim? 

Well, sir, every Municipality where oil has been found 
and developed has found itself faced with a number of 
problems not unlike those in our two major cities. 

The Leduc area, for example, the Municipalities involved 
in the area have been faced with a very large increase in 
their road construction costs in order to build up a 
system of communication and transport within their 
Municipality to serve the one industry, oil production, 
and while it is true that in some of those Municipalities 
oil companies themselves have assisted financially in 
road development, the Provincial Government has too, I 
think it iS fair to say that those Municipalities like 
our major communities affected by oil deserve better 
consideration from the Provincial Government than now 


applies. 
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Then what about the revenues that the Federal Government 
derive from, how are we going to get that back to the 
Municipalities? 

Well, one suggestion has been made repeatedly that the 
problem of Provincial and Federal finance should be re- 
solved at a suggested further meeting between the 

Federal Government and the several Provincial Governments, 
that suggestion has been made many times and I understand 
from statements made by the Prime Minister last week that 
such a conference will be held in the next two or three 
foncnas ac whic wime . think all Provinces will be pre- 
senting their claim that the Provinces themselves and 
through the Provinces the Municipalities of Canada are 
entitled to a bigger share of the Canadian tax dollar. 
Well, through that then, like the cities should get a 
greater share, in other words they, from the Federal 
taxation standpoint they get a larger share from the 
cities -- 

That is true, of course the cities can only: get their 
added income through the Provincial Government, so anything 
the Provincial Government may get out of the Federal 
Government by way of increased Provincial grants will be 
passed out to the Municipalities -- 

That's razht. 

-- on such, on such a formula as the Provincial Government 


may devise, but I think our Municipal problems in Alberta 
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depend more upon the attitudes of the Provincial adminis- 
tration, whoever it may be, rather than upon any hope of 
direct efforts by Municipalities to persuade Ottawa to 
come through with a bigger share of the Federal Govern- 


mene’ sr tax collar. 


RE-EXAMINATION BY COMMISSTONER ROBISON: 


Q You would say then, Mr. Nickle, where a liability has been 
created and such a liability has been created through the 
impact of O11 that there should bé special consideration 
piven GO he areas 

A die d6 yee isi 


Q That would be entirely apart from any natural right so- 
called to share in the bonus created by this discovery 


throughout the whole Province or the whole area? 


A That is.my belist, yes; sir. 
Q Yes. 
THE CHAIRMAN ¢ Any more questions? I am ad- 


vised that the Commission has no other questions. Are 
there any questions now that have suggested themselves 
to any members, persons on the floor? 

COMMISSIONER ROBISON: I thought, Mr, Chairman, that 
Mr. Garside would be extremely interested, and I was 
hoping that he would have some contribution to make this 
morning because he has been raising this question of the 


impact of oil constantly in Edmonton. 
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COMMISSIONER DAVIES: I imagine Mr. Garside has been 


happy to have all his views so firmly confirmed. 


EXAMINATION BY MR. GARSIDEs 


Q 


What I take from your Brief, sir, and very careful re- 
searches made is that primarily you think that the senior 
Governments have not paid sufficient attention to this 
matter in the way of special grants to those Municipalities 
adversely affected by the discovery of gas and oil in 
Alberta? 

Teer een, 

And is that your only suggestion, that is, let me put it 
this way, the question before the Commission is not only 
the question of the financial ability of the Municipalities 
affected but also the question of change of boundaries? 
Yess cit, 

Have you in your brief dealt in any way or considered in 
any way the question of the change of the boundaries of 
the Municipalities, take Calgary, for example, the change 
of the boundaries of Calgary, do you think that they are 
necessary because of the difficulties that have arisen 

by reason of conditions around here? 

Well, sir, obviously the expanding population of this city, 
as well as yours and others in the Province, has been due 
to the, mainly to the impact of the oil industry, the 


growth of the Province, the fact that these communities 
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have had built up around them a large population in such 
as Forest Lawn, Bowness, and Montgomery, around Calgary, 
areas where standards are considerably lower than apply 
IMntnesMeime city aiself., the fact that-those areas must 

or should now be perhaps incorporated into the city proper 
does further magnify the financial problem of the metropol- 
itan community, and certainly if this City of Calgary 

were to take on the adjoining areas, Forest Lawn, Bowness, 
Montgomery, the taxpayers of the city itself are going to 
have their present financial problems trying to provide 
education, hospitalization, roads and other services, mag- 
nified by the necessity of expanding those same services 
by very substantial costs to the areas that would now, 

or proposed to be incorporated into the city, and I say 
there again that the fact of taking on surrounding areas 
into our major cities in Alberta would further magnify 

the already very serious financial problems of the two 
cities, justifies these two cities in insisting and in- 
sisting very strongly that the senior Governments take on 
a bigger share of the financial burden of making that 
municipal growth possible. 

In other words I take it you view the matter this way, 
there is not only a financial problem involved, but there 
is the orderly planning and development of the area? 

Quite so. 


Which are inter-related, and do you think it is wrong or 
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right to seek to plan an area in relation to orderly 
development for a period of say 20 years ahead? 

Ioiudee your (esti omaeethis, do i,think dtyright that a 
community should try and plan ahead for its own industrial 
growth? 

Yes? 

I would say very definitely yes, it must plan ahead. 

And what period of time would you suggest is a reasonable 
time particularly say having regard to the fact that you 
plan at least 20 years ahead for sewer and water? 

I would be inclined to believe that looking ahead at least 
20 to 25 years would be sound policy for any community. 
Are you able to tell me whether or not the proposed in- 
crease in the boundaries of Calgary will cover these needs 
of orderly planning for Calgary and region? 

I don'tt think I am competent to answer that question, sir. 
I would say that certainly the growth of Calgary is going 
to continue, I hope at a rate no less than the rate of 

the growth in the last eight years and certainly if the 
growth continues at that same rate for the next 20 years 
we will within that 20 years have to absorb and fully 
develop at least all the territory which is now proposed 
to incorporate into metropolitan Calgary. 

Do you think that that growth and development can be 
properly looked after by more than one administrative unit? 


TL.believe, sir, that on the-basis.of such experience as IL 
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have read about in the last year or two in relation to 
metropolitan Toronto, that metropolitan planning or “bhe 
two major cities in Alberta is definitely a must, and 
planning in, would be, I believe, sir, in the, would 

be more effective and more efficient and less costly if 
handled in a metropolitan area by one body rather than 
by a group of Municipal councillors or council or 
different administrations. 

To some extent the problem in Edmonton is slightly differ- 
ent from the problem here in that I understand you in 
the Calgary district, all your, all the major refinery 
plants and so forth are already within the limits of the 
Uiby of Val eary? 

Right. 

And I understand there is only one large manufacturing 
establishment outside the city, can you tell me what that 
oh, 

There is two outside the city, Consolidated Mining and 
Smelting and Canadian Industries are outside Lhe SL by. 
Consolidated Mining and Smelting -- 

And Canadian Industries. 

And Canadian Industries. Well, in the case of Edmonton 
the major new refining plants and petrochemical indus- 
tries are outside the limits of the city but the general 
nature of the problem, namely the spilling out of the 


population and the anticipated growth in population and in 
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industry as it has been stated, results in the whole 

area which Edmonton has suggested should be added to 

its present boundaries, the whole will be filled within 
aQe years,=So Fou-think that it wouldn’t be wrong that 
Bdmonton should plan ahead for the 20 ensuing years as 
anticipated by the evidence already given before the 
Commission? 

Dewouldlscay) l0sisenct-oniy right but also very necessary, 
Sur, 

Now, have you any suggestions to make? 

I am not speaking for the Gity of Calgary. 

NO eu We Willesavyiin the Gity or Calgary there.are five 
or six Municipalities involved in the Hearing, have you 
anything to say as to which of those Municipalities is 
the most. capable of handling the situation im. this area: 
Well, I think, sir, on the presentation of the City's own 
Brief that others, speaking on behalf of the City, would 
be in a much better position to answer that question than 
I would be. I haven't made, naturally, as intensive a 
study of the particular problems relating to the metropol- 
itan plans of Calgary, and any comments I might make there 
would be based upon partial information. 

You are a resident of Calgary? 

Ve ey Gh S05. 6 dlls 

How long have you been living here? 


Since 1919. 
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Since 1919, Well, I would like to get your opinion anyway. 
I an not: asking you to bind yoursalf or bind the 

City in any answer you give, but I would like to get your 
Opinion as a Calgarian, as a resident of Calgary and a 

man of considerable experience to consider with me for a 
momen> Tne "questions Lf eam going to ask you, Now, in the 
case of Calgary the total population at the end of say 20 
years will be considerably greater than at the present time, 
but even with respect to the total population of 20 years, 
the present Calgary population would be considerably, would 
be a major portion of that, wouldn't it? In other words 

we have in Calgary 186,000 people now, and the total area 
in the enlarged population at the end of 20 years would 
probably’ be 300,000 is-that- right? 

At the end of 20 years I would say it would likely be con- 
Siderably more than 300,000, 

More than 300,000? 

I believe thé growth in the last eight years has amounted 
€o some) 75 to 7ee increase, that. 16 ah the last’ e@ieht years. 
Well, coming at it another way so far as the City of Cal- 
gary is concerned it is an urban Municipality and its 
government adheres for the administration of an urban 

area, is that true of any of the other Municipalities 

aie 6ched ¢ 

I believe, without too much prpeechend knowledge, I would 


say it is not true of the surrounding small communities. 
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Well, taking the very important matters of sewer and water, 
and where would the sewer and water be obtained for the 
larger areas that you propose to take into Calgary? 

You mean who would pay for it? 

No, where would the source be, where would the source of 
the water be, would it come from Calgary or would there be 
a new system installed? 

I would say, sir, that the source of water would be exactly 
the same as those now supplying the City of Calgary and 
would most logically be provided by an extension of the 
existing City of Calgary water system, the same with 

sewage facilities which are, I believe, largely non-existent 
in the smaller communities at the fringe of Calgary, most 
logically the lower costs would be provided by an exten- 
sion of the Calgary sewage disposal system rather than by 
the creation of an entirely separate sewage and water 
system in each of these fringe communities,. 

Would you say that the building of a separate sewer and 
water system outside the boundaries of Calgary to 

serve the additional area would be an unnecessary duplica- 
tion of expense? 

Not necessarily a duplication of expense, obviously sewage 
facilities must be provided -- 

Leos 

-~ but I believe, sir, that providing those services as 


part of the single large metropolitan sewage and water plant 
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would be less costly than setting up individual sewage 

and water systems in each fringe community. 

And the saving thereby would be very considerable? 

I believe so, yes. I am not a sewage expert, 

Well now, I would like your opinion in connection with 
this matter too, I don't know how many miles the City of 
Calgary expects to go out from its present boundaries, 

do you know that? 

MR, MACKAY: Nineteen and a half square miles. 
MR. GARSIDEs Can you tell me whether or not 
the area that Calgary proposes to take in can, be consider- 
eGyta ara Of the sceial institutional. area, in other 
words the portion of the surrounding areas of Calgary 
which Calgary wants to take in, would you say they were 
really part of the social and economic area controlled 

by Calgary? 

Yes, and I would say that they were becoming increasingly 
so a part of the social and economic area of Calgary. 

In other words, the people in that area come to Calgary 
probably for hospitalization or probably higher education, 
for recreational purposes and for amusement purposes? 

Tele 1S Conve s « 

Which are non-existent, I take it, or practically non- . 
existent in the outer areas? 

Well, not non-existent. I presume the operators of theatres 
and what-not in Bowness would strongly object to any state- 


ment that they did not have recreational facilities. 


ip 


sO es 


. J —_ 
fi aT: - 
* Ly 4 4 
; 9x 
ee 
wWoYaSians 
at 
07 : 


ae in . 
J me 
x 
2 
ae 
: 
* 
; 
++ : 
ees 3 
5 | 


TF 


eae 


Rents a 








=f J 





M-1-4,0 


=~ 1643) - 


Obviously the whole general area around Calgary makes a 
great deal of use of the facilities offered within the 
city by way of recreation and education, hospitalization 
use and community roads. 

And you would consider the area more or less integrated, 
would you? 

LeWwoulngusie eyes, 

Thank you. 

MR. BROWNLEE? Mr, Chairman, I wonder if the 
Commission would object if I asked Mr. Nickle one or 

two questions? 

THE CHAIRMAN: You have your eye on the clock, 
Mr, Brownlee? 

MR. BROWNLER: YeS. 

THE CHAIRMAN: And the questions are probably 
one or two? 


MR. BROWNLEEs I hope so, sir. 


EXAMINATION BY MR. BROWNLEE: 


Q 


Mr. Nickle, I just wanted to clarify my understanding of 
the answers you have been giving Mr. Garside. Now, 
particularly he has asked you whether you feel that an 
urban area such as Calgary and adjoining Municipal or 
rural areas can function more efficiently and at less 

cost under one metropolitan form of government rather than 


under their separate individual government arrangements, 
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Your answer seemed to be in the affirmative, but I would 
ask you this, sir, is that expression of opinion probably 
an opinion based on personal reading which you may have 
done or views which you have had expressed to you rather 
than a studied opinion based on a minute examination of 
the costs of local governments? 

It is not based upon any detailed studies, sir, of the 
particular problems: it is based upon personal opinion 
held after more or less casual reading ae casual study 
over the last two or three years on metropolitan problems 
as reported in the press and elsewhere of other commun- 
ities of Canada. 

Quite. 

IT am not speaking from any real personal knowledge of 

the particular problems in Calgary or Edmonton. 

Quite, and you have not undertaken any actual study on 
your own behalf or on behalf of the City of Calgary, as 
bo the relative costs of ~~ 

No, J haven't. 

~~ one metropolitan government, or several governments 

as we now have? 

Ll haven't, sir, 

And you have not undertaken any study of the financial 
problems which brought about the metropolitan development 
Li sLoronbows 


IT have done a good deal of reading relative to the 
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metropolitan financial problems of Toronto. 

Good. Now, I dontt want you to misunderstand my final 
question, sir, but with reference to these questions I 
Pini ay Ge fal to Sey, or 1% would be, you would 
probably admit it, that you would not want to be under- 
stood to qualify yourself as an expert on these questions 
Ol metropolitan cevelopment costs? 

No, 2 think | made that clear before, sir, 

Right. 

l am by no means an expert on -- 

All right, and thank you very much. 

-- municipal problems. 

THE CHAIRMAN: Now, -- 

MR. BROWN: ir. Chairman, just one question 
that I am interested in, I don’t believe it would take 
more than a minute or two. 


THE CHATRMAN 2 Go ahead. 


EXAMINATION BY MR. BROWN: 


Q 


Mr. Nickle, this $348,000,000 of revenue over a period 

OF Siehnt years thet you epoke of in your Brier, [ realize 
Chet 1b 18 rather a Giciicult thing to ask you to oute 
line, but do you know what the Provincial Government 
actually did with that $348,000,000, I don't mean of 
Gieir Ouner revenues, 1 mean of tne oil revenues; can 


you give us an answer to that in any shape or form? 











Pianw So i 
- «+ te 
> 5 
mitt 2, i 
pe AL 
! ¥ 
Teno ‘ f 
=e - as © 
= a ee Vee 
= . » Se ~ - 
. 
parte t hag 
= nm : " tei bf eh aT 
iy 5 
3 ees ae 
* + | ; ‘ & 
: ~ aa) wmeonrr rer f eer. : i 
fot =>) chit! Sees rth! UFos hs 1 . 
' 2 atte ee ; 
P ee ce eS 
; ak. pests alle Sia eo or 5 eee 
Gar + at wae . } | r Pyes a a & Tis { + 
Ae ke 4 > ui - ~ : 
a iv ate 6 ne owe 
4 ne Be) * nie e'{oT 
+ OW 2 DoLit” Sy aa tole x te 7 
we ae eh el pe 
; = 
af A eerr e HO: Liz 
s ‘ a 4 f 
ga SES Sy Cee rs PLAGE Wer trp 4 
igen Bor : 
4 3 
2 : \4 ‘ ; 


int 
so; . 
2 









ite ‘st ay 
‘ 


7 Fale rs 
ae, nt ky 


M-1-13 


-~ 1646 - 


A I have studied at various times the actual disposition of 
those funds, but I can’t speak from memory to give you 
any detailed breakdown of the use of those moneys. One 
thing, of course, obviously done was to liquidate a large 
part of the Provincial Government’s outstanding indebted- 
ness, obviously also a substantial part of those oil moneys 
moneys have been used by the Provincial Government to 
increase grants and aid to Alberta Municipalities to 
their present level, they have also been used to increase 
our highway construction programme in the Province, have 
been used to assist to a greater extent in the past year 
other forms of Alberta Government assistance to Municipal- 
ities of the» Province but the exact number of dollars 
given by the Government over eight years to each of those 
purposes | mentioned I cannot tell you, I believe at 
the present time -- 

Q But there would be a balance left over, a residue? 

A Yes, at the present time I believe the Provincial Govern- 
ment has a bonded indebtedness of about 90-0dd mo limon 
dollars, and has in cash or bonds in its Treasury on thé 
Crderion LOstogiy).000;00O; aniotherywords it has a big 
Surplus over and above the entire bonded indebteness of the 


Provincial Government. 


ey 


And part of it was oil industry revenue? 
A QOoviously, sin, the bigsest part of it had been oil industry 


revenues $108,000,000 in 1954 is an amount something like 
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six times the entire Provincial Government revenue prior 


to World War Ii. 


& 


thank-you, Mr, Nickle, 
TH& CHATRMAN : Now, gentlemen, may I assume 
that there are no more questions, 

Me Nack 6 pete o0di tion To the 
pleasure expressed by His Worship in your willingness to 
come and give the Commission this information which will 
be of very great value, I can assure you through the 
Commission I should like also to extend the thanks of 
the Commission for any extra trouble which you have taken 
in the preparation of the Brief, and personal inconven- 
ience in leaving your duties in Ottawa to come here and 
to give us this information today. We are really very 
grateful. 

A Thanks very much, Sir, 
THE CHAIRMAN: Then you are now excused, and 
thank you very much, 

The Commission will take recess 
Shinui Re ane ES 
(Commission adjourned at 11200 o'clock) 

(Commission reconvened at Lbel0 a vm.) 

THE CHAIRMAN: Mr. Nolan. 

MR. NOLAN: Mr. Chairman and Gentlemen, it is 
my intention now to call Mr. Gaherty to present the views 


of Calgary Power Ltd, with respect to the proposed 
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metropolitan area of Calgary. 
Mr. Gaherty should be sworn, 
I take it? 


THE CHATRMAN s Yes, 


GEOFFREY ABBOTT GAHERTY, having 
been duly sworn, examined by Mr. Nolan, testified as 
follows: 

Mr, Chairman, I introduced Mr, Gaherty to the Commission 
during the Sittings in Edmonton, I take it it will not 
be necessary to do that again, and his academic and pro- 
fessional qualifications are already on the record. 

Mr. Gaherty, did you prepare on behalf of Calgary Power 
Ltd. a submission to be presented to this Commission with 
respect to the Calgary area? 

Re hk 2 

Is that the document that you have before you? 

This is the document. 

And may I have that marked as an exhibit and given a number 
please, Mr. Chairman. 

THE CHAIRMAN: D3-C. 


BRIEF OF CALGARY POWER LTD. THEN 
MARKED AS EXHIBIT 53-C. 


MR. NOLANs: Mr. Gaherty, would you be good 
enough to read to the Commission Exhibit 53C please, Oh, 


before you begin I have extra copies of this submission if 
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there are any gentlemen who would like to have them. 


THE CHATRMAN: Mr. Nolan, Commissioner Hayes 


has forgotten his. 


MR. NOLAN: We have several more, sir. 
THE CHAIRMAN $ Now, Dr. Gaherty. 
COMMISSIONER DAVIES: Mr. Nolan, before you proceed, 


eould IT ask if it -is intended that the Exhibits A and B 
appended to the Edmonton Brief of the Calgary Power Ltd. 
should be considered also as being applicable in Calgary, 
i presume ~~ 

MR, NOLAN: Wee etot cin bey ory, el. you 
will remember Exhibit A attached to the submission in Kd- 
monton had to do with certain excerpts from Acts which we 
had collected and put together, it had to do with some of 
tne reports of: the Public Utility reports, some oi -the 
cases there, and it had to do with what utility control 
there was in other Provinces and in other States of the 
Union and while that portion of it may be taken as being 
applicable, Exhibit B consisted of those permissive orders 


and franchises which pertain only to the Edmonton area. 


COMMISSIONER DAVIES: Thank you. 
THE CHATRMANs: Now, we will try again, Dr. 
Gaherty. 


Mr. Chairman, Gentlemen, 
! INTRODUCTION 


Twoebairds of the electric load and one-half of the 
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consumers of electricity in the Province of Alberta are supplied 
by Calgary Power Ltd. either directly or through wholesale 
channels," 

THE CHAIRMAN: I think you found it in Ednonton, 

sir, convenient to read as you were sitting. 

A Thank you, sir. 

"Of the Company's sales of electric energy, over 80% are in 
bulk to cities and industries, nearly half of this to industries 
in the so-called metropolitan areas surrounding the cities of 
Calgary and Edmonton. This bulk load provides the base which, 
by reducing the cost of generation and main transmission below 
what it would otherwise have been, has enabled the Company to 
extend its service far and wide. 

Since 1911, the Company has been supplying the City of 
Calgary with electric power wholesale and for many years has 
had a verbal understanding with the City that it would not 
serve prospective customers who could be supplied more econom- 
ically by extending the City’s distribution system. The 
Company had only high voltage lines in the metropolitan area 
surrounding the City and the cost of stepping the voltage 
down from a high voltage line to a suitable voltage for dis- 
tribution to these retail customers being high, the Company 
was thus shut out from the retail business surrounding Calgary. 
The Company however is well set up to supply those industrial 
consumers whose load is large enough to require service direct 


from the high voltage lines. 
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DEVELOPMENT OF COMPANY'S GENERATING FACILITIES 

The development of the Company's operations to their 
present stage has been a long uphill fight, one that required 
great faith in the future of the Province. With the completion 
of the initial installation of the Horseshoe Plant the Company 
started operations in May 1911, supplying the Canada Cement 
Company, the Village of Cochrane and the City of Calgary with 
part of its requirements wholesale. The completion of the 
Horseshoe Plant and the construction of a small reservoir at 
Lake Minnewanka and of the Kananaskis Plant followed in rapid 
succession. 

These plants were seriously handicapped by lack of oe 
voirs to store water for use during the winter months of low 
river flow. Furthermore the low winter flow was at times dras- 
tically reduced for periods lasting several days, through the 
river choking up with ice in severe weather. As the headponds 
at the plants did not have sufficient storage to tide over 
these emergencies, the City of Calgary at such times had to 
rely lerecely onits Vietoria Park (Steam Pilant. 

Studies by the Company disclosed the combined power and 
storage possibilities of the Spray and Cascade sites, but the 
Company was refused permission to develop either of these since 
both were then in the Banff National Park. By 1928 the growth 
of the City of Calgary's load necessitated the Company develop- 
ing the Ghost site. This site was the only one then available 


with sufficient storage immediately adjacent to tide over 
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temporary emergencies due to ice conditions. Though sufficient 
for this purpose and for carrying peak loads, the storage was, 
however, insufficient to enable operation of the plant at full 
capacity for more than a few weeks during the winter period of 
low water flow. Completion of the Ghost Plant, therefore, 
left the Company with a large amount of secondary energy 
available during the summer, but short of water during the 
winter months. To offset this, the Company entered into con- 
tracts with the cities of Lethbridge and Edmonton, supplying 
them with low cost energy during the summer months when their 
fuel costs were high, and purchasing off-peak energy from 

them during the winter months, in ordér to conserve its 

water supply for use during the heavy load periods of the 
winter days. About this time, however, economic conditions 
arrested the industrial development of the Province, and the 
Company fora number of years had a large surplus of un- 
marketable power. 

Karly in the second war when there was an acute power 
shortage elsewhere, ammonia, requiring power for its manufacture, 
was badly needed for making explosives. Through the co-opera- 
tion of the City of Edmonton in exchanging pres pee energy for 
secondary energy and by proceeding with the Cascade Develop- 
ment as @ war measure, it was possible to supply the full 
requirements of this large war industry and so bring to 
Alberta the first of the petro-chemical industries. 


It was expected that the war would be followed by a sharp 
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recession and that the Ammonia Plant would close down. 
The reverse, however, took place, and the Company, therefore, 
proceeded with the construction of the Barrier Plant in 1945, 
and the Spray project in 1948, this Spray area previously 
having been removed from the Banff National Park, The Company 
in loeb ventersa ante a contract, with the City of Medicine Hat, 
under which 25,000 kilowatts from the city’s steam plant is 
made available to the Company. The Company's electric load 
continued to grow and in 1952 and 1954 the Kananaskis and 
Ghost Plants respectively, were extended to provide additional 
capacity. The Provincial Government, directed the Company 
to construct the Bearspaw Plant in the hope that it would re- 
lieve ice flooding in the Calgary area. This Plant, which 
was completed last November, was relatively expensive having 
regard to the amount of power mide available. Work has 
started on the Kananaskis Lakes Plants to be completed in 1955. 

To strengthen the Company's supply in the North and provide 
a source of base load energy to enable. the Company to make 
more use of water power sites for peak loads, the Company is 
now building the initial unit of a major steam plant at Wabamun. 
Although natural gas will be used at the outset, Wabamun was 
selected as the site because of the availability of cheap 
strip coal, the price of which should remain relatively stable 
over @ long period, in contrast to coal, gas is an ideal 
fuel for house heating and can be transported long distances 


economically, and it can only be a comparatively few years until 
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the external market will absorb all the gas the Province sees 
fit to export. When this time is reached, the economy of 
the Province would best be served by exporting the gas and 
Substituting local coal wherever practicable such as for 
producing power and raising steam in the larger heating plants. 
The large storage benefits of the Cascade and Spray pro- 
jects, together with the taking advantage of every opportunity 
to save money, such as the use of single unit hydro-electric 
plants and the adoption of automatic and remote control of 
plants, enabled the Company to keep its production costs 
down. As a result, the Company is now selling power for in- 


dustrial purposes at rates among the lowest in Canada. 


DEVELOPMENT OF COMPANY'S TRANSMISSION AND DISTRIBUTION 


“RACTLITIES 





Following the first war, a demand existed for electric 
service in the towns and villages throughout Alberta, 
Those that had service at all were supplied from small local 
plants costly to operate, in many cases evening service only 
being provided. By reason of the size of the Company's 
load, its production costs were relatively low. The Company, 
therefore, in 1925 undertook a program of expansion and ex- 
tended its transmission lines to many towns and villages 
. both North and South of Calgary. The 2h hour service the 
Company provided and the sharp reduction in rates constituted 


a striking advantage to the customer but, as the depression 
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and drought intervened, Ghe financial resnlts, to the Company 
were disappointing. Domestic rates, for example, which before 
the advent of the Company's service had averaged 20 cents per 
kilowatt hour, were reduced to an average of less than 10 
Centempy iL o3i, 

The Company had surplus hydro power available which could 
be passed on to retail customers at little additional cost. 
Tse therefore, from time to time made further edjustments in 
its rate schedules, all with the view to giving the customer 
more for his money, with the result that by 1950 the average 
cost per kilowatthour to domestic customers was down to 
three cents, 

In an endeavour to find sufficient revenue to cover the 
high carrying charges of transmission and distribution facili- 
ties in such sparsely settled territory, the Company put on an 
intensive campaign to round up all possible load. Nearly all 
the coal mines that could be reached were soon connected, the 
Company in some cases financing the cost of conversion. In 
the depth of the depression the Company, with the co-operation 
of the elevator companies and the electrical manufacturers, 
converted the bulk of the Country grain elevators to electric 
drive, much to the joy of the elevator agents, power being 
sold at so much per thousand bushels of grain handled, 

In building to the larger towns, the Company had extended 
its service to the smaller villages and hamlets on the Waye 


The sparsity of population made the capital and operating costs 
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high in relation to the rates that could be charged. While it 
brought the Company mo net gain, it did result in bringing 
electric service to many customers who otherwise would have 
had to wait indefinitely. 

The Company made strenuous efforts to interest farmers 
Dee Cor eC eer Ce mania at osek as 1928 built an experi — 
mental rural system serving some 30 customers in the High 
River - Vulcan area, the rates offered being much the same 
as today. However, the response was discouraging, as only in 
exceptional cases were the farmers alive to the benefits 
OL, and economically ina position to bake advantage of labor 
Saving appliances made possible by the service. The war ex- 
perience brought home to all an appreciation of labor saving 
devices. Whe Company realized that a general demand for 
electric service would soon develop. Experimental rural 
systems on a much larger scale were therefore designed and 
constructed on the basis of making service available to all 
farmers within the area. The program of rural development 
by co-operatives that followed was laid out with a view to 
providing complete area coverage in the territory served by the 


Company . 


DEVELOPMENT OF ELECTRIC SERVICE IN THE METROPOLITAN AREA 
The only customers in the Calgary area that were served 
when Calgary Power commenced operations in 1911, were the City 


of Calgary and the Canada Cement Calgary Mill adjacent to the 
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Company's Hast Calgary sub-station and well within the then City 
PTO Gee 
That is the only service provided 

by Calgary Power Company. 
"Retail service within the City was then provided in part 
by the Calgary Water Power Company from a small hydro-electric 
plant and a steam plant on the Bow River at the foot of 
Second Street west and the balance’ by the City from 1ts 
Victoria Park steam plant, In these early days, a small power 
plant was bullt in the Bowness area as part of a real estate 
development, the distribution system being subsequently ac- 
quired’ by the City and ‘a “small utility commenced operations 
in the Forest Lawn area purchasing energy in bulk from the 
Oliv 

In the early twenties, as a result of a dispute between 
the then owner of the Forest Lawn System and the City of 
Calgary, the Company was asked by the owner to supply him in 
bulk. The City, however, objected strongly on the grounds 
that as the City already had the necessary facilities and the 
supply by the Company would involve a useless duplication. 
Moreover, it would have been imprudent for the Company to 
antaAsOnlae its best customer, the City, for the sake of the 
of small amount of revenue involved. A verbal understanding 
was therefore reached that the Company would not serve any 
customer that could be supplied more economically by the 


City. As the cost of stepping down from the Company's 
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55,000 volt lines would be prohibitive, the practical effect 
was to preclude the Company from entering the retail field 
outside the City limits. 

In 1927, the Company acquired ownership of the Calgary 
Water Power Company, which was then retailing electricity 
in a part of the City, and arrangements were made for the 
transfer of power over the City's system. Upon expiration 
of the franchise in 1937, the Calgary Water Power Company's 
distribution system passed to the City and from then on the 
City has supplied exclusively the retail electric business 
InsLee the Coy lin te. 

In the metropolitan area surrounding Calgary the City’s 
lines were, over the years, extended to the Lacombe Home and 
the Sarcee Military Camp and additional customers were con- 
nected up to these and the lines serving Bowness. During 
the depression, the Company provided service to a small 
group of farm customers along the Bragg Creek Road well to 
the West of the City - the first rural, electrification in 
the Calgary area. 

Following the Second World War, a demand had sprung up 
for rural electrification and the Company organized a rural 
system in the Springbank area extending West from the City to 
Cochrane. As this might encroach on areas the City wished 
to serve, the Company told the City it was willing to keep 
LES Cure limes OuL Of such ercas,  lnadéaling thus with a 


minor matter, it was never the Company’s intention to restrict 
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itself in any way in the serving of large industrial customers 


OutsEde the city limits where this cotld be done more ecConom- 
ically from the Company’s lines than those of the City. In 
1950, the Company proceeded in good faith to negotiate a 
cOnvractrcor supplying thenCoilvL, Plant someldistance South 
of the City and it came as a surprise when the contract was 


questioned by the City’s new Superintendent. 


ECONOMICS OF POWER SUPPLY 

The use of natural resources and public property by the 
Company carries with it a responsibility to extend its service 
as widely as possible. While somie averaging of rates is un- 
avoidable it would not, however, seem proper for the Company 
uoleusenone class rol iservice to stbsidize anotier, 6rito aise 
CUHEeServi Ce insonelarcs ‘tovsubsidizée that lof another, ~Sub- 
Sidizing, if deemed advisable, should be on a province-wide 
basis, and the larger cities, enjoying as they do the cream 
of the retail electric business, should contribute their fair 
Share. Much can be done, however, to help the less fortunate 
customers, such as the farmers, without increasing the cost 
to the remainder over what it would otherwise be. 

The wholesale and industrial load, by reason of its 
volume, is the keystone of the Company’s whole operation. A 
sixty-six thousand kilowatt turbo-generator unit, for example, 
Such as the Company is installing at Wabamun, can produce 


power more efficiently and can be operated with the same 
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Humber Or Man as a thirty thovisand kilowatt unit. The cost per 
kilowatt of building a transmission line comes down sharply 
as ne number of kilowatts to be transmitted increases, The 
relatively large industrial load necessitates heavy transmission 
lines, and these bring down the cost of power to the outlying 
towns and villages. The lines to the towns and villages in 
their turn provide the means of reaching the hamlets and rural 
areas. The existence of this network makes it possible to 
Supply the farmers at little extra. cost beyond that of gener- 
ation .andulocal distributions | 

En-the interests or the-industrial development of the 
Province the Company should be free to negotiate contracts 
direct with large industrial users whose requirements are 
such as to require service direct off the Company’s transmission 
lines or substations rather’than-off the low’ voltage lines of 
the Locabedisurivuvor. “such eservicesare ustally highly com- 
petitive and to get the cost low enough full advantage must be 
taken of the special characteristics of both the customer's 
load and the generating facilities. Thus each supply contract 
has'to be tailor-made to suit the conditions. The cost of 
generation and transmission which represents almost the entire 
COSt OMeservineesuci ustvoners, Would im any event Tall on the 
Company. The introduction of another party cannot therefore 
be justified financially and only complicates matters. 

ihe distinctive Teatures of the electric power industry 


are the large amount of capital employed in relation to revenue 
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and the long useful life of the physical assets. As the 
carrying charges of the facilities must represent a large 
portion of the revenue, long range planning is indispensable, 
and some years must elapse before the investment can become 
fully productive. A company would not be justified in under- 
taking the high cost of developing a district or of supplying 


a major industry without security of tenure, 


INDUSTRY IN ALBERTA. 

Industries may be divided into four classes - local ser- 
vicing industries, such as laundries and bakeries, that spring 
up automatically as the population grows; industries that 
develop local natural resources, such as coal mines and Cid 
wells: industries that supply a comparatively wide area in 
competition with imports from elsewhere, as for example Oil. 
refineries and structural steel, cement and explosive plants; 
and, lastly, those industries that depend mainly on export 
markets such as the Canadian Chemical, Sherrit Gordon and C.1.bL. 
plants near Edmonton and the Ammonia Plant near Caleary.° Our 
observations refer particularly to the latter class, although 
they apply in a greater or less degree to the others. 

The major industries are in almost every case highly 
competitive and are, therefore, exceedingly cost conscious. 
Conditions have to be made very attractive to overcome the ad- 
vantages of other localities, and only half a dozen such in- 


dustries have as yet been induced to come to Alberta. They 
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look for good labour conditions and stable prices for raw 
materials, fuel and electric power. Realizing this, it has 
been the Company's practice to supply them at firm prices under 
long term contracts. They generally prefer establishing them- 
Selves) ONY LNG CUubSsKares of Cities; Wes Jand is less expensive 
and where they have access to a labour pool, have room to 
expand and do not have too many complaints as regards any 
Milisance, they may’ ereate, but will) only have to pay for such 
municipal services as they actually require for their operation. 
As a rule the extra demand they make on municipal services is 
small in relation to the assessed value of their properties. 

Our Company has a direct interest in furthering industrial 
development in that most of the power it produces is used in 
industry, and through volume the Company has been able to keep 
its cost of production and transmission down, thereby enabling 
the Company to extend its services farther afield. Furthermore, 
the Alberta economy is still primarily agricultural, dependent 
upon distant markets. Industry, by creating employment, 
provides a local market for farm products and so tends to stab- 


iLL oeleria pe Les. 


CONCLUSIONS AND RECOMMENDATIONS 


—— 





The Company’s prosperity is dependent on the future develop- 
ment of the Province and in expanding its operations the 
Company has therefore had the Province’s interest in mind. Power 


has been made available to industry as needed, and the Company, 
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through taking advantage of every means at its disposal to keep 
down the cost of generating and transmitting electricity, is 
now selling industrial power at rates among the lowest in Can- 
ada. The Company has built 4,100 circuit miles of transmission 
line largely am sparsely settled gers and the Company 

is carrying the lions’ share of the marginal business. Tas 

is borne wut by the 1953 statistics of the Alberta Power Com- 
mission which indicate that while having only 21% of the 
non-farm customers in the Province, the Company is nevertheless 
supplying 75% of the farmers receiving service. Although lack- 
ing the more remunerative retail business in the larger cities, 
the Company's large industrial load has made possible this wide 
expansionvof electric service. 

The City. of Calgary has recognizedsits responsipalaty 20 
provide area coverage and with the exception of the Vidaarceror 
Forest Lawn which is supplied by a small company, the City's 
distribution lines cover almost all the metropolitan area. The 
remainder is supplied by rural systems operated by the Company 
so that all. those requiring semacesten, cbiaini2 be rom One oP 
the other depending on where they are situated. 

With the Company supplying the City’s requirements in bulk, 
the Company and the City are for all practical purposes partners 
in the electrical supply to the Calgary area. Any questions 
arising in connection with the supply of electric service should 
be resolved by negotiation between the parties as has been the 


practice in the past. 
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Having regard to the foregoing, the Company's recommenda - 


tions. are, as Tollowss 


1. That. the. present, distribution. of. electric: energy an 
the Calgary area be continued and that the City con- 
tinue to serve its retail customers and the Company 
continue to serve its industrial customers in that 
area. 

2. That the Company be free to negotiate for the supply 
of electric energy with those new industrial customers 
whose load is of such a character as to require special 
supply facilities from the Company’s main transmission 
Liness 

S58 The, locatronvandeconstrucbionto® main hransmission 
lines and other facilities of benefit to wide areas 
should be controlled at the Provincial level rather 
than by local planning boards. 

hoe. A healthy climate for’the establishment: of industries 
should be maintained.” 

Gentlemen, I thank you. 

MR. NOLAN: Mr. Chairman, it will be observed 

that there are two maps in the back, attached to this 

presentation. Plate 1 is the same as the plate 1 which was 

attached to the Edmonton submission. 

THE CHAIRMAN ¢ Yess 

MR. NOLAN: Plate 2 is of course the Calgary 


area electrical transmission system which is, of course, 
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served ‘both by the Calgary Power Ltd. and by the City of 
Calgary and by farmer-owned tines, “Pf think’*the map is 
perfectly plain and requires no explanation of any kind. 
Mr. Gaherty, I was going to ask you, on page 3 at the top 
you make this observation, ®Completion of the Ghost plant, 
therefore, left the Company with a large amount of secon- 
dary energy available during the Summer, but short of water 
during the Winter months.” What is secondary energy? 
Well, that is energy that is only available at certain times 
orethe year, you can’t *count on iv day in and day out. 

LS Prpesurp iis eneresy? 

TULSV SUC PMUSmene Ce yay eos 

And then in two places in your Brief you make mention of 
the fact that because of stepping down the voltage from 
your high voltage lines to a retail customer would be pro- 
hibitive -- 

Yes. 

-~- perhaps you could expand that a Tittle bit, would you 
please? 

Well, the stepping down from a high voltage line requires 
a very expensive transformer, it has to be insulated for 
the high voltage and that means that it costs thousands of 
dollars, whereas a transformer stepping down to a retail 
customer on the ordinary distribution system costs perhaps 
®150.00. 

And the practical effect of that was to preclude your 
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company -- 

Yes, yes, retail customers, when I say retail customers I 
mean the ordinary --~ 

Consumers? 

a domestic customers they, they can’t be supplied econom- 
ically from high voltage lines individually, of course a 
group of them can. 

Yes? 

Then the cost of the transformer is shared between a 
number of them, but for one or two customers it is not 
practical to step down a high voltage line. 

And how high is a high voltage line, Mr. Gaherty? 

Well, the lines I am speaking of -- 

BEI 

-- are 66,000 volts in the City of Calgary whereas our 
farm lines are 7900 volts. 

Yes. I see. All right, thank you very much. Just answer 
my friends. 


THE CHAIRMAN: iirjn Bredin. 


EXAMINATION BY MR. BREDIN: 


Q 


Yes. Mr. Gaherty, on page 8 of your Brief itysays, "In 
1950, the Company proceeded in good faith to negotiate 
Sa icontrach ton’supplying thes. line Plant! somerdistance 
South of the City -- 


Yes. 
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cs and it came as a surprise when the contract was ques- 
tioned by the City’s new Superintendent." Now, as a matter 
of fact, Mr. Gaherty, the City knew nothing whatever about 
Four nesotiations rorithat icontract, is that not the case? 
They didn’t at the start because we didn’t think it was 
necessary to consult the City. 

That was in an area which had been served throughout by 

tire Cub y atnowen, Mpreviously? 

There were no services of the City down in that area at 

that time. 

That is, Mr. Gaherty, somewhat inconsistent with your state- 
ment on page 13, the bottom of the page, “Any questions 
arisiaelinaconnettionswith the supply of«electric service 
should be resolved by negotiation between the parties, as 
hastbeen thea practice inthe) past."% 

Yes. 

Tt is difficult; 1 thinkryou wilihagres; to have »negotiations 
if the other party knows nothing -- 

Well, we didn't feel, we couldn't see any reason why the 
City would be the least interested in that. Il was 

amazed when, when the City thought they should be supplying, 
I think it was a genuine, it was a genuine misunderstanding, 
but it never occurred to me to consult the City about it, 

it was so far, we had lines down there so far removed from 
where the City had any lines, our sup-station was, the 


Ammonia Plant sub-station was relatively close and I was, 
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I think the misunderstanding arose probably through the 
changes, the change in Superintendents. 

Well, that is the suggestion in your Brief? 

Veovrl™ tank “tnet as how it arose: 

tt would seem to extend beyond the level of the Superinten- 
dents then -- 

1OS% 

~- the bad feeling created by that? 

Yes, because T think, it created a nasty situation and it 
never occurred to me that the City was interested in the 
Supplying of -- 

Even though, Mr. Gaherty, they are supplying the whole 
metropolitan area with the exception of those two plants? 
Well, they, we didn’t know anything about the, the Public 
Utility Board order at that time. They weren't supplying, 
I don't think, as far down as that at that time, they 
weren't supplying anywhere near the, and they were only 
Supplying retail, small customers. This was a large in- 
dustrial customer and we were much better set up to supply 
the customer than the City was. 

Well, I think it is true, Mr. Gaherty, that as far as being 
in a position to supply these plants receive power at a 
rate which is quite considerably below the rate which the 
City itself buys the power wholesale, is that not correct? 
Oh, that is not correct. It*s higher on the kilowatt hour 


basis but the, or it's lower on the kilowatt hour basis, 
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but our costs are tied into the maximum demand made and 
we actually consider the Ammonia Plant business more 
profitable than the City business. 

Q Well, we had evidence here, Mr. Gaherty, something to the 
effect that power being paid was some .55 of a cent and 
we are paying .«/5, as you know, now that is a considerable 
difference. 

A Yes. Of course you are also, your basis, we are selling 
power to the Ammonia Plant on a horsepower basis, not on 
an energy basis, and they are paying 31.50 for horsepower. 
TpesGucyy sabedoalicknow what 1% is, the City is only paying 
something of the order of 27 or $28.00 a horsepower, Mr. 
Bredin, and of course it is the horsepower cost with the 
hydro-electric development and so on that determine the 


rates which you can charge. 


O 


TOUpSee OUnVdITTiculty, Mr, Gaherty, is that we are an very 

keen competition with Mr. Garside's and Mr. Hobson's City 

to the north and electric power, as you stated in your 

Brief -- 

A es? 

Q -- iS one of those factors which make the location of a 
plant or which influences the location of a plant, and 

Ss unless we can compete in electrical energy and the cost of 

gas, largely those are the two factors, taxation isn't too 

important, we can’t lure industry to this city, and we are 


interested in luring industries to the city, and if we 
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cannot compete in the question of power, then we are going 
to. Losey out 

Well, of course the three~quartersof a cent rate, you ses, 
works to your disadvantage in high load factor, with 

Dien load factor customers, and it works very much to your 
advantage in the case of low load factor customers. 

I see? 

And I think myself the City would be better off in some 
form of horsepower rate than on the kilowatt hour rate, 
However, it is the City who wanted the kilowatt hour rate 
in, Theo limst? place, 

Yes. Well, vhat -- 

We had them more or less down, I think it is rather ob- 
solete wnder present conditions, 

I suppose it is really a gamble on what your load factor is 
going to be? 

088 “yes, itis the Load factor that causes the trouble 
because we, we supply, for one horsepower of maximum 
demand we supply about 6000 kilowatt hours per year to 

the Ammonia Plant, and we only supply about 2500 to the 
City, but we have the same investment in transmission 
lines and power plants for supplying the 6000 as supplying 
the 2500, and that's where the confusion comes between 

bie W/S) Genus! and! the,’ the 475. cents) and’ the +525" on 
whatever it is is equivalent to our horsepower rate to 


the Ammonia’ Plant. I think it is something that should be 
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straightened out. 

You serve the plants in the Edmonton area as well, do you? 
Yes. 

such as Sherrit Gordon and Canadian Chemical Limited? 

Yes. 

On page 9, Mr. Gaherty, you suggest that the cities as they 
do, “enjoying as they do the cream of the retail electric 
busaness, ~srould contribute their fair-ehare." “Now, doses 
the City now bonus the rural electrical lines to any ex- 
tent? 

No, 1 think, there is a little misunderstanding there. Sub- 
Sidizing if deemed advisable, but personally I am not in 
sympathy with sub sidizing, but if there was any subsidiz- 
ing.-oi prursl.customers then L.think everybody should be 
taken in and not just the power companies. That is what 
Iwas driving at there. 1 think that clears your point 
Wp, (eneen * thei 

Well, I am not sure, I think you said at the present we 

do not bonus the rural lines? 

No. /thaty iS. ei eht., 

And. you. don't intend to suggest that the City ought toe 
bonus the rural lines? 

Hoge Loon te believe in Subsidiz ine at all, 

How would you say your present costs, Mr. Gaherty compare 
with that of an efficient steam or gas turbine plant as 


far as hydro-electric goes? 
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A Oh, the hydro is much cheaper for competing purposes on 
the base load than the steam in the northern part of the 
Province wa line theenortherm part of the Province Tor carry- 
ing base loads it is cheaper -- 

MR. MACKAY: How much? 

A By maybe, oh, two or three percent, possibly. The differ- 
enec i crvenyc igi butte tl is Jondy Tor base: loads) for 
carrying peak loads and for carrying low load factor loads 
hydrowis cheaper, 

Q MR. BREDIN: iyame turning now to page ii. 

In dealing with the third recommendation, "The location 
and construction of main transmission lines and other 
facilities of: benefit to wide areas should be controlled 
a tie provincial weve rather; than! by Locals planning 
boards." 

A Well, some Planning Boards in some village that, or some 
Municipal District that we might have to go through, might 
impose conditions that would make the cost of the line 
prohibitives for instance if the Municipality of Springbank 
insisted that our dines coming into.the City of Calgary. 
would have to go underground, the cost of having, I am 

‘taking the absurd example but that would be the kind of 
thing. 

Q At the present time you pay no taxes through rural areas, 
Cheats) correct? 


A Tie ees largo wie Story, —Wedid pay, you see, and of 
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course we pay very heavy income tax in lieu of, that was 
part of the tax agreement with the Province. 

Yes, It was suspended during the period of the tax transfer 
agreement? 

Yes. 

Well, my concern, Mr. Gaherty, is this situation, assuming 
the City annexes the area in which both of these large 
plants are located, if your recommendation is carried out 
then you would be free to come into the City and serve 
these industries without paying any taxes whatever to the 
City or taxes on the basis of the Electric Power Taxation 
het whieh is only ten mills or, roughly, a quarter of your 
normal taxes and make a profit on two industries without 
bearingwa teir Share or the tex Toad, which seems a bit 
Unjust, con't you believe? 

think thes, 16 probably the effect of 1%, 0uD or Gourse 

we always, we have always adjusted those things between us; 
for instance we have an agreement with the City in regard 
to taxes that the, in connection with our power agreement, 
that the city taxes are added on, that our taxes are added 
on to what the City pays for power, then we built an office 
building in the City, and we arrange that those, that we 
would pay the regular taxes on the office building. 

Yes. In other words -- 

I mean our policy has been to work on some plan that is 


fair sdviar as the City 1s concerned, 
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ee hey, eee 
THE CHAIRMAN ¢ Mr. Bredin -- 
A I haven't given this particular point much consideration. 
MR. BREDINS Yes, Mr. Chairman? 
THE CHAIRMAN: You have some other questions? 
MR, BREDINS: Yes, one or two more. 
THE CHAIRMAN: Yes, Well, I will enquire of 


Mr, No an if he will undertake to produce the witness 
this afternoon. 
MR. NOLAN®s Wee, ecirs sb Guliiileds ghar 
undertaking once before, and I will do it again. 
THE CHAIRMAN 3 Yes, thank you. 

Dn, Geberoy, We are ow adjourned 
until two. 


(Hearing then adjourned until 2:00 Donia) 
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VOLUME 13. 


AFTERNOON SESSION 
JANUARY 24, 1955. 


GEOFFREY ABBOTT GAHERTY, recalled, 
having been previously sworn,testified as follows: 
THE CHAIRMAN? Very well, Mr. Nolan. 
MR, NOLAN? Mr. Bredin was asking Mr. 
Gaherty some questions before the adjournment, sir. 
THE CHAIRMAN: Yes, I am sorry, I hadn't noticed 


that he had not come back, 


MR. BROWN: Mr. Chairman? 
THE CHAIRMAN 3 Mr. Brown. 
MR. BROWN: May I have the privilege? 


EXAMINATION BY MR. BROWNS 


Q Mr. Gaherty, in your Brief you speak of the long-term 


planning of your company in the development of power in 
this Province. I can recall, Mr. Gaherty, that not only 
in your Brief, but on other occasions, for example when 
we visited this Spray project, when it was about half com- 
pleted, you will recall that occasion? 

A Yes. 

Q I believe at that time you told me that surveys as early 
as 1911 were made? 


A Yes. 
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On that project, is that correct? 

ThatelS conract, 

Now since it is necessary for such long-term planning in 
the power field, would you deem it also necessary to have 
long term planning in the general development of the 
country? I mean planning matters now? 

Yes. Jt would agree to that. I think it is desirable to 
defer extensions, if possible, but the plans should be 
made as far ahead as possible with an open mind that con- 
ditions will develop that will change the plan, but that 
it is better to have Paediya plans that have to be 
changed than to have no plans at all. 

Well now, considering things in the light of that answer 
you have given us, Mr. Gaherty, you do realize, and you 
are aware, I believe, that in order to accomplish this 
long-term planning certain things have been done in this 
Province in that District Planning Commissions have been 
set up. 

Yes. 

For example in the Calgary area we have what is known as 
the Calgary District Planning Commission. 

Yes, 

You are aware of that? 


Yes. 


And that the area under their jurisdiction is rather large? 


Yes. 
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In fact it stretches from the Banff National Park gates 
to well east of the city, and both north and south of 
thercity ues far coutn ase Turner Valley. You are aware 
of those things? 

Yes. 

Now the point I am getting around to, Mr. Gaherty, is 
this, and I am concerned with the planning end of it, 

you understand me? 

Yes. 

I realize that Mr. Bredin has asked you about this number 
3 recommendation of yours previously along anotcner Line, 
Yes. 

But you do realize that the Calgary District Planning 
Commission, in order to further their plans £0 ths 
future years, must have control over land use on that 
area over which they have jurisdiction? 

Yes. 

Would you admit that should be correct? 

Not altogether, because their control over land use might 
have serious results, You see, for instance, we have 
acquired, we acquired years ago the right-of-way for our 
transmission lines into the City of Calgary, and we have 
been carrying that er eee for years in anticipation 
of building very much heavier lines on that right-of-way. 
Well now, of course we have to get, it is very desirable to 


get our lines into the central part of the system. Now ie 
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the Planning Board were to say that those lines have to be 
relocated somewhere else, we would then have to purchase 
very expensive right-of-way, or might conceivably have to 
go underground to get the same result. Well now, those 
lines serving the city also serve High River, and so on, 
as part of our system, and the cost of supplying power to 
High River might be increased by some onerous demand on 
the part of a local Town Planning body, so that -- 

By local you mean district planning? 

Well, thesdistrict) planning, of course, is getting pretty 
far afield. 

That 1S my point. 

Yes, but of course it is conceivable that the cost of the 
power in Medicine Hat, and the cost of the power in Leth- 
bridge might be affected by some local decision of a 
Board dealing with the relatively restricted area, that’s 
what I had in mind, that the planning of the main facilities 
Should be considered in relation to the supply of power 

to the Province as a whole. It was principally in regard 
to underground cables and that sort of thing that I was 
thinking, 

Well now, your present agreements, I believe, are with the 
Provincial Government, that is to say that those powers 
that are given you to put your transmission lines across 
the country, are generally given to you by the -- 


By the Provincial Government. 
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That's right. Now your number 3 recommendation would sug~ 
gest that this control remain always in the hands of the 
Provincial Government, is that right? 

Insofar as it affects the supply of power to distant parts 
OL StS AEP VINCE « 

Would you say the same with the gas lines? 

I would think that the gas lines supplying distant parts 
of the Province, the same thing would apply, or railways, 
or -- 

Have you ever, in your experience in the Calgary Power, had 
any CErousls Our rioulty wethithese District Planning 
Boards? 

I think there was some difficulty in the Edmonton area. 
Was that a District Planning Board, or some local -- 

I think it was some local Planning Board, but I am not 

too familiar with it. Perhaps Mr. Hansen could answer the 
question. 

MR. NOLAN$ Mr. Hansen says, Mr. Chairman, 
there was some difficulty both with the District and 

Local Planning Board in Edmonton with respect to the 
right-of-way immediately adjoining the city limits. 

MR. BROWN: There has been no such development 
in the Calgary area, has there? 

Not that I know of. 

All fights Thankyou, thank you, Mr. Chairman. 

THE CHAIRMAN ¢ Mr. Bredin, I am afraid I made a 
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mistake in allowing your cross~-examination to be interrupted, 
but you have to take the consequences, you were not here. 

MR. BREDIN: fo was 2b0uUL GO apologize, sir, 

for my tardiness. 

THE CHAIRMAN: That is not necessary. I was 

just sorry that this question of Mr. Brown's had to be 


interjected, 


CONTINUED EXAMINATION BY MR, BREDIN: 

Q I am glad you were able to do that, sir. Mr. Gaherty, 
before lunch we were dealing with the question of sub- 
sidizing lines. Now I think you will agree with me, Mr. 
Gaherty, that all your lines to Lethbridge and to the 
south area run through the city’ 

A That's Tien, 

Q And in your agreement with the city you pay no taxes on 
any of your transmission lines in the city in effect? 

A That’ Ss. Ticht. 

Q So that I think we would be fair in inferring we are to 
some extent bonussing your operation by the fact that we 
are not permitted not only to tax you for that portion of 
the lines used in transmission to the eLoy, DUG Tor chet 
portion which transmits power to the other parts or the 
Province as well? 

A Tt would be very small because our main investment 
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Yes, but nevertheless there is a factor of subsidy there 
invthat) the City is bearing a certain loss in taxation, 
VeS,.00. PhawoulLcycomesout invour rates in thesCcity.)-0f 
course the same thing applies with regard to the other 
Municipal Districts that our lines go through, that they 
are subsidizing the City. 

Tes, ecmaLtereuconract, 

And of course that would amount to very much more than any 
SuvpSsTCy Vine City Vsipeying in respect to our facilities; 
Bupsthere Wsinoe cdoubtathen thatryou do, both tota, large 
extent from the Municipal Districts and from the Gity -- 

I think I take strong exception to the whole thing because 
we are paying heavy income tax on our facilities which go 
to the Province, and the Province is giving grants to the 
cities, and I think that when it comes to taxation we are 
paying far more than our share. 

What grants does the City receive from the Province with 
respect to your power lines? 

Not with respect to our power lines, but any moneys that we 
pay the Province, and of course the Province gets a kick- 
back on half the income tax, plus an allowance by reason of 
the taxation that was taken over in regard to the Municipal- 
ities, and that goes into the general funds of the Province, 
and grants that the City gets from the Province with regard 
to hospitals, schools, and so forth, come out of the general 


funds of the Province. 
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But you have no way of knowing what proportion of your 
taxation comes back? 

Well, of course, you cantt under the circumstances, you 
Cam's S0ss10ly consien it, bub the money all. goes into 

one pot and it is drawn out. 

Of course our contention is, Mr, Gaherty, that we receive 
practically nothing from the Federal Government and less, 
or at least practically nothing in respect to this from 

the Provincial Government and less from the Federal Govern- 
ment, and while you may be paying very high taxes, we don't 
feel we see our proportionate share of those taxes. 

Well, of course, the proportionate share of our taxes, l 
don*t know what our investment in our lines within the 

city limits --. well, of course, our properties in the Oity 
are in effect paying taxes, it is taken into account on the 
rates. 

You mean our rate would be higher if you paid the taxes? 
Yeo, Voss 

Well, the situation I am concerned about chiefly is, Mr. 
Gaherty, in our proposal we propose to annex these two 
plants, the area in which these two plants are located, 

now if you are permitted to come in and serve these plants 
direct, without paying any taxes to the City of Calgary 

Por VvOUrsoILenG wor dO) sO, you are going to be in a difiterent 
position than any producer in the City. 


I dontt think you have got the scale of things in mind at 
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all, because actually our snvestment in the Ammonia Plant | 
subsection is -- I checked it up over lunchtime -- 
#96,000.00. Now the Ammonia Plant contract runs to 
#700,000.00 or so, and the taxes on the $896,000.00, 
whatever the rate is, are insignificant in the whole 
scheme of things, and I wouldn't have any, see any objeo- 
tions to our paying taxes to the City on that. 

No, but it is quite an analagous situation for a producer 
to come into a Municipality and be in a highly favourable 
position, and you are quite exempt from taxes. 

Of course I don't think the position, when you look at it 
broadly, is -- of course I am not, it is not my function 
to argue with the Provincial eee but the Province 
is collecting this through its, through the grants from 
the Dominion, the equivalent of these, of the taxes on 
these lines. 

Thay 2S wWictn respec. == 

But whether they, the Province, turn over the City share 
Or NOt, GL Course sola teas 

That's not your concern? 

That is not our business. 

What you are saying, Mr. Gaherty, is only true with regard 
to rural taxes, that is the only property, that is the 
only areas in which your lines are tax exempt, through 

the Towns, Villages and Cities you pay the ten mills on 


the assessment of the Provincial Assessor. 
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Yes. 

Now that is another subsidy, I would say. 

Well, when you consider that we don’t require water, or 
sewer, or anything of that kind, and in a good many parts 
in the Dominion it is only the lands and buildings that 

are taxed, it is not the equipment, and so on. 

Well, I am not really pressing the point of taxation so 
much, Mr. Gaherty, as this, that we propose to annex this 
area, and we think it inconsistent since we serve all the 
customers in the area, and our agreement with you provides 
you will not serve any customer in the area, that that 
should then extend to all customers in the area as annexed? 
Well, of course we would be, if there are inequalities of 
that kind, if we are doing business in the City, it is just 
LUKE OUreO LT iC e abide la Lk any. recollection LS 

I may be wrong, we, when we proposed doing that we went to 
the City and said, "Now this office building should not 


come under this exemption because it has to do with our 


business as a whole, and not with our business in the City.", 


and of course we would be, anything like that why we would 
be prepared to, 1 mean after all it's all very, in the 
amount of money involved it is all very small in relation 
to the amount of money that passes between us. 

Well, your business is primarily a wholesale producer of 
power, 


That's primarily, yes. 
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Q And it would make no difference to you as a producer of 
power, your capital outlay would be just the same, you 
have to provide for the same amount of power whether these 
plants are served by the City or by yourselves direct? 

A Oh, I think that very large customers such as in Ontario, 
the Ontario Hydro supplies direct rather than through the 
Municipalities, the larger industries. In dealing with 
the large industries there are questions like interruptabdle 
power and sieve power. The large industry may have some 
special apparatus, like an electric furnace, that involves 
heavy loads on short duration, and it would necessitate 
connecting the customer up direct with very heavy line, 
otherwise you get flicker. Well, those sort of things 
can only be worked out satisfactorily direct, it makes it 
very much more difficult working through a third party. I 
am only thinking of really large plants, IT am not thinking 


GO. tne Sel. customers. 


ey 


You wouldn't say it is altogether impossible? 

A Well, it is pretty nearly impossible when you get into a 
highly competitive field, it is very very sleep itn pity a ole em por pel 
think too I would have hated to have been in the position 
of negotiating the Ammonia Plant contract through the City. 

Q Well, that was solely a question of rates. You mean be- 
cause of rates solely? 

A I am thinking there about service, and getting the price 


down low enough so that they would come here instead of 
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putting a plant in Weldon. That is the competition we were 
up against, Weldon principally, and Trail. 

How do your rates compare, with the C.M. & 5. compare with 
the comparable company in Edmonton, say with Imperial Oil 
Refinery, or -- 

They are lower, 

They are lower here? 

Yes. 

Woulctiateve, crue of your O,i,l. plant here? 

My impression is that it is lower. Mr. Hansen could 
answer that better, I think, We built the steam plant, 
when we get our steam plant built at Wabamun we would 
possibly have to quote the same rates in both areas, but 
the rates so far have been lower in Calgary. 

How do you estimate your costs on the Wabamun Plant with 
one of your typical hydro plants? 

Well, they are hard to compare because the Wabamun Plant, 
the capital costs are lower and the operating costs are 
higher, and of course it depends upon load factor. For 

a very high load factor load why for a base load we could, 
with the price of fuel out at the strip coal competition 
out there, why we could perhaps generate base load at 
slightly lower cost than we could generate base load on 
hydro, but most of our load is low load factor, and we can 
produce that much more cheaply on hydro, so that the most 


economical source of power is a combination of the two. 
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I don’t think you would quarrel with the fact that your 
cost on’ the Bearspaw would be higher? 

Oh no, no, I am not including the Bearspaw, because we 
fiPuyed=is Costeanouy a midlaon dollars more than one of 
the more economical developments would cost. 

I suppose the ratepayers will have to bear that additional 
UneCcoOnomiGeDlanu? 

Yess 

Do you still have your half cent exchange agreement with 
Edmonton whereby for a half a cent you exchange off-peak 
power with the Edmonton City Plant? 

Well, it was never, oh, no, that agreement has expired 
because we don't expect to be taking any power from them, 
We are still exchanging power. I think though it was a 
purchase agreement. 

Do you pay more now? 

We don't buy from them now, we are not buying from them 
av present. | 

You are just exchanging on an exchange basis? 

We are just exchanging. That was when we were short of 
power and we were purchasing quite heavily. 

Thaceiws the Correct figures, isn’t it, for a halt cent you 
were, that was the price at which you bought from them and 
sold to them? 

No, we were buying from them on that basis. We still owe 


them some power on the contract that was worked out in 
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connection with the Ammonia Plant, so that when we deliver 
power to them that it goes against the power we still owe 
them, they return the deposit we made at the time. 

I presume, Mr. Gaherty, you plan to go ahead with the 
Shepard development at some future time? 

We would like to. We have not solved the ice problem yet, 
but if we can straighten that out why it is the most econ- 
omical development, I think, around here. When I say the 
ice problem, I mean the problem of operating the plant in 
Winter, We are not satisfied that it is feasible yet. 

How much water would that divert from the Bow River if that 
plant goes into operation? 

That would depend upon how much we are allowed to divert. 
What we are concerned about, Mr. Gaherty, is that we have 
represented the City as having adequate supplies of water 
at the south end of the City, which would be below your 
intake, and we wouldn't want you to leave us with a dry 
stream. 

Well, I don’t know how much the Government would insist upon 
being left in the river. Of course we recognize we 
couldn't divert all the water. We were thinking of the 
minimum natural flow which is down around two or 300 second 
feet, cubic feet per second. 

I wonder if you would mind answering the Mayor. 


Yes, I would be glad to. 
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EXAMINATION BY MR. MACKAY: 


Q 


© 


Mr. Gaherty, in the development of the future I can under- 
stand where, if we want to be specific, the C.I.L. Plant 
is here, and the Ammonia Plant is here, and you have an 
agreement with them? 

Less 

But if in the wisdom of this Commission it is recommended 
that the Government accepts say 19% square miles on the 
South Sides ofpoun Gacy ae 

Yese 

~~ and it comes into the City of Calgary, now there are 
going to be new industries come in here in the future, 

and would it be your idea that you as a power company were 
going to serve those new industries within the City? 

Well, we have no rights within the City. 

No, but we wouldn't want to feel that we were in the 
position where you were either going to encourage them to 
locate just outside on those fringe areas again. 

No, I quite agree with you on that. What we would like, 
we would like to be in the position of being able to 
supply really large industries direct, because the amount 
of money involved in the thing, you see in a substation at 
the Ammonia Plant, the capital cost is only $96,000.00, 
well, of course, the cost of supplying power to the Ammonia 
Plant is a matter of probably six or seven million dollars! 


capital involved, and of course under those circumstances 
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it is much more satisfactory if we could deal direct by 
arrangement with the City, but we would naturally have 

to work with the City on that. 

Well, I am asking now for suggestions, because I think the 
Royal Commission are going to have to base their judgment 
on suggestions here, What is your suggestion now, where 
are you going to do business, and where are you not going 
to do business? 

Yes,, Weld,swe would, of course, like to do business: in 
the area we have always been more or less doing business 
now, around the Ammonia Plant and so on. 

Yes, but I can see where with Edmonton and Calgary, where 
you are doing business now, and we may have some negotiated 
agreements to keep on doing business there? 

Yes. 

But as to new industries coming in over and above that, 
Calgary, at least Edmonton, of course, produces their own 
power, and they would want to sell power to their own city. 
Yes. 

But we may want to wholesale power ourselves. 

Welliour position; of course, and. Z»dentt think iti makes 
too much difference in the wholesaling, but our position in 
Edmonton, of course, is that we built the Wabamun Plant 
and so forth all on the basis of doing business in those 
areas where our lines are established. Now we would hate 


to see, after making all that investment and planning years 
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ahead, we would hate to see Edmonton come in and cut us 

out of the business of supplying those industries. We 
never would have spent the money we did up there if we 
thought that was going to be the situation. 

I think that establishes the problem, Mr. Gaherty. I 

think you must realize that you want to do business and we 
want to do business, 

Yes, 

It is just a question of on what basis are we going to do 
Gls 

On what basis. 

Once we are inside our own back yard. 

Actually when you come to these large industrial contracts 
the City's investment in supplying is only in the order of 
two or three or four per cent of the total investment in 
supplying them, so that there isn’t anything to speak of 

in the way of profit coming to the City unless it gets a 
return on the business out of all proportion to its invest- 
ment in supplying it, so that I don't think there is any- 
thing that we can*t come to a mutual agreement on between us. 
i think the scheme 1s to fight these things out with the 
City ourselves rather than -- does that answer your question, 
Mr, Mayor? 

Well, it relegates it into an argument for the future. 

Yes, but we would certainly like to hold onto the heavy 


industrial business if we could. 
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COMMISSIONER ROBISON: For the record, I would like to 
eeu, JUSG ab this point, just’ so 16 1s on the record, 
because Dr, Gaherty has made, has given considerable em- 
phasis to this matter of taxation, not necessarily real 
estate taxation per se, but I was going to ask Mr. Nolan, 
an Act respecting the taxation of electric power, Section 
ose sU0sectlon i that as anvyolved, Is that not correct, Mr, 
Nolan? 

MR. NOLAN? wection 3, Bubssction 1 is the 
section that is in suspension at the present time, and it 
is expected to be suspended throughout the currency of 


the tax rental agreement. 


COMMISSIONER ROBISON: Yes. 

MR. NOLAN: Section 3912) 25 in operscicns 
COMMISSIONER ROBISON: Yes. 

MR. NOLAN? But 3{1) is suspended. 
COMMISSIONER ROBISON: And Dr. Gaherty is saying that 


under that situation that the Calgary Power is paying sub- 
stantial taxes which are in the form of income tax, that’s 
the situation isn’t it, under those agreements? 

MR. NOLAN: They are paying substantial income 
tax to the Dominion Government, a portion of which is re- 
funded to the Provincial Government, which in turn makes 
grants to the Municipalities. 

COMMISSIONER ROBISON: Thatis the point. 

MR. NOLAN: Reeders STIG » 


Yes. 
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COMMIT SSTONER ROBISON: I wanted to get that clarified 
for the record, 
THE CHAIRMAN ¢ Did you say you wanted to ask 
another question? 
MR. BREDIN: De Deny just ari sine out of 


EES seenGel IPmieht now, sir, 


EXAMINATION BY MR. BREDIN: 





Q 


OO ~L 


With respect to income tax, Mr. Gaherty, isn't it true that 
every other person pays Municipal taxes before they compute 
their income tax, with the result that if you make, for 
example, no prorit at all, you pay no’ taxés, is that not 
GOrnec Gr 

MMichsbr y stecte le(ohane -recew esl Velgidleatian 

And every other producer in the City must pay his Municipal 
tax before he makes his income tax ‘payment, so that in that 
position you are to some extent favoured in a break-even 
economy? 

Yes, yes. What I was, the point I was trying to make was 
that the, that in the tax rental agreement we were relieved 
ofvthe, tax inothee Municipal Districts ss a part. of our 
aivengpenentain Tegard to income, vax, 

UIs OuLte, DULCI ti Stillvplates* vou ina favoured’ position in 
that if you have no profits you have no taxes to pay, 
whereas the ordinary producer within the City must meet his 


Municipal taxes, and may even take a loss, whereas you never 
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have any Municipal tax to work as a factor until you have 
made a profit, and then you begin to pay taxes? 

Yes. I don't know that I quite gathered the drift of the -- 
MR. NOLAN: Well, Mr. Bredin is suggesting, 
Mr. Gaherty, that you pay no Municipal taxes. That is 

not TVG. 

Oh no, no,8we pay uneide, it is only in Municipal business- 
MR. BREDIN: I am talking solely on trans- 
mission lines, 

In the organized, in Towns and Villages and Cities, we pay 
taxes. 

Quite. 

TOs only in the Municipal Districts we don’t, and, of 
course if this area were taken into the City we would 


automatically pay taxes to the City. Is that correct? 


MR. NOLANS$ Dor oie Wrovance, 

Oh. 

MR. NOLAN: Under 3(2). 

MR. BREDIN: Mr. Gaherty says if this area 


were taken into the City you would not pay taxes to the 
Province. You would ordinarly pay taxes to the City, but 
under our agreement you pay no taxes in the City, and that 
is why, if you continue to serve these two customers, under 
our present arrangement, you would pay no taxes at all, 
Since under our agreement with you everything in the City, 


your taxes are repaid. 
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COMMISSIONER ROBISON: And at that point, Mr. Bredin, 
is it correct that the property of the Calgary Power within 
the city limits is not assessed? 

MR. BREDIN: You perhaps know more about this 
than I do, sir, on this recent appeal that the Calgary 
Power had, but the Calgary Power property was assessed at 
the full value until that company appealed their Municipal 
assessment this year and asked, and insisted on being put 
under, being put under the taxation of the Electrical 
Power Taxation Act, and consequently they will now be 
assessed on that basis, but under our agreement we must 
rebate the amount of the taxes, which is really just a 
book entry in any case. 

COMMISSTONER ROBISON: It has the effect of keepirg the 
City's assessment down, 

MR. BREDINs Yes it does, it does reduce the 
City's assessment on those lands from their normal 48 
mill assessment to ten mills on an assessment prepared 

by the Provincial Assessor, that is right. 

The assessment would apply to the whole cost of the line, 
would it, or how, is the wire looked upon as a personal 
property? I am not familiar with the assessment basis. 
Well, it is done by the Provincial Assessor, and I am not 
sure what basis he uses, but I know he does use cost as a 
basis, Well, I will leave this tax question at the moment, 


Mr, Gaherty, but there was one question referring to Section 
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3. The only intent I see from the recommendation number 3 
is that if the Provincial Government were to control the 
location of lines, that is what I think you are asking, as 
opposed to local government boards, and -- 

Well, all thay 2 am worrying about there, all that we are 
concerned with there is that some local body could not im- 
pose on us onerous conditions as regards location of lines, 
or something like that, which, having regard to the other 
Customers an the Province, would :résult in’ the other’ cus- 
tomers paying for some fad that this particular district -- 
that's all I am concerned about. 

Have you in mind a situation whereby an industry might 

comé into the City, and the City might refuse you access 

to that company by say failure to give permission to cross 
its Streets, which it has jurisdiction over? 

Of course we have no right now to cross any city streets, 

I mean we can’t serve anyone inside the city limits without 
Liey CONSenG oi PGneseCi cy, 

My interpretation of number 3 was that you were asking for 
PrOVANCLELVrL eh E tO Doyo Urtoaty 

Oh no, no, that wasn’t my thought at all, it was just that 
some local District might increase the cost of our supply 
to some other user through some onerous demand, some un- 
reasonable demand, that was all I was thinking of there, it 
wasn’t with any thought -- 


I see, that’s fine. 
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We realize that if we are supplying anyone inside the city 
limits we have to do so with the consent of the City. 
Fine, thank you. 


THE CHALRMANs Mr. Woodford. 


EXAMINATION BY MR, WOODFORD: 


Q 


ED ier A 8) > 


Mr. Bredin has brought up some questions this morning 
which are of considerable interest to us. I would like to 
ask you, Mr. Gaherty, some more questions at the risk of 
perhaps repeating a few of the things that have gone before. 
Now it has been put before the Commission that our company, 
the Consolidated Mining and Smelting Company, have the 
Alberta Nitrogen Plant, and buy its power from your company 
at the rate of $31.50 per horsepower year, and the other 
conditions of the contract, and the characteristics of our 
load are such that when it is worked back to a basis of 
kilowatt hours, for the purposes of comparing with the 
City,» the end restlti ds that wee pay at thesrates of: 5; 

mills per kilowatt hour whereas the City buys it not by 

the horsepower year but per kilowatt hour at the rate of 

74 mills. Would you agree with that? 

Yes. 

Lhose are ilacts,: lbibelieve? 

Yes. 

Now the question of load factor has also been brought up 


from time to time. Mr. Bredin, when I was in the stand 
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earlier in these procee 


that our load Tactor wa 


698 - 


dings, brought that up, and told us 


Ss apout 100%, actually it's about 


Oy saiatetils batter taan 97%. 


ee, 

And it is my understand 
very much lower than th 
from 42 to 48%, or 17%, 
PieUreeote. se, 12 1S St 
our SLosacsfactor,;, that i 
Tess 

Now, Mr. Gaherty, I won 
Vell Ms this just what 
SnCOpiiimlLosc actors AS 
relation with these two 
Well on the -- the load 
the average load to the 


Yes? 


ing that the City’s load factor is 

at. lt have seen, or heard figures 
and even if we take the highest 
ill only less than half as good as 


S Correcy, #1. smG ite 


der if you would be good enough to 
is the significance of this differ- 
it ariects your company in ats 
customers? 

factor, oT course > is the Tat10 on 


maximum load, 


And in the case of, in your case it is somewhere around 96 


or 97%, that is to say you take the same amount of power 


Croniisy GHLOURTA he: nate 
you do during the dark 
LHerOLiy Ss. Loads Tacionr 
or something like that 
figure we so that what 
take a lot of power on 


December, cut. then ons 


ht, and on Sundays and weekends as 
afternoons of a December day. Now 
is something of the order of 43%, 
-- Mr. Hansen may have the exact 
happens with the City is that they 
a dark day, a dark afternoon in 


undays and weekends they are only 
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taking a small amount of power. 

Yes? 

Well now, our generating facilities, and our transmission 
facilities are based on the maximum amount of power taken. 
As you would be able to supply? 

Yes, So that our equipment in’ supplying the City is stand- 
ing idle more than half the time, whereas, or at least 

that is not quite correct, more than half of our equipment 


is standing idle most of the time, whereas in your case ree 


is working all the time, and it's the horsepower cost, the 
demand cost, the maximum rate at which we have to supply 
the power that governs our investment in transmission 
lines, and in generating equipment. Now some Ciro us 
costs, like the cost of building dams and clearing reser- 
voirs, are proportional to the number of kilowatt hours, 
but, you can’: pse.c0ne. or the obher 25,8 criterion for 
price, but the horsepower element is much the more im- 
portant of the two. 

Yor, 

So, phat, your. rate an terms ot the facilities required to 
supply it, is more favourable to us than the City’s rate. 
Thank you, that was my understanding. 

Does that make it clear to you, Mr. Bredin? 

MR. BREDIN: LOS ge Lie | 

MR. MACKAYS Mr. Gaherty, not to divert from 


your point, but suppose you built up a group of 97% sales 
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all around Calgary, you will always have 47% of a load 
factor for our city, and if they were brought into the 
general picture that average load factor would go away up 
for Calgary: 

What would happen, of course, would be this, that you would 
be getting a lot of houses, and so forth, that will upset it. 
MR. WOODFORD: The point is, that is what I 
understood from what you said earlier today, that consider- 
ing a certain amount of kilowatt hours to supply that amount 
of energy to the City requires say twice the investment in 
transmission lines and other equipment than in the case of 
Sop ye tO our Company? 

~es, 

Therefore, I take it, from what you said earlier, Gnavy athe 
entirely possible, in fact I think you said it was a fact, 
that the profit margin in the 54, or the 5% mill power for 
which we buy is greater than the profit margin in the 74 cents 
that. vou sell to the City fon? 

Tae tbe SCOPregii. 

That being so, I take it that it would be correct to form 
a conclusion that your company would be willing to sell 
power to the City on exactly the same terms as you sell to 
our company? 

Oh yes, if the City had a load factor like yours, we would 
be glad to sell. 


It would still be to your advantage with the present load 
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factor to do so? 

Oh yes, yes. 

To your advantage? 

Yes, very much to our advantage to sell them power 31.50 
per horsepower year on their present load factor. 

The fact Of tne matter is this, I believe, that we are two 
different types of customers? 

Yés, 

PUGe Ge es oltiVeule to take a direct comparison, ft 1s 
something like apples and pears, you might say, they are 
both fruit but they are not quite the same. Although the 
Comparison up until as has usually been on the basis of 
kilowatt hours, that is at 5% cents to the Consolidated 
and 73 to the City, the fact remains we don't buy our power 
that way under our contract, we buy by the horsepower year, 
and would it not be just as valid a comparison to work 

the City's price back to the horsepower year and compare 
them that way, in which case I believe you have said you 
got a figure something like 27 or $28.00 per horsepower 
year? 

Ln Ges Less 5 auern feats 

Even less than that? 

Very considerably less, for firm power as against interrup- 
table power. 

16S. Jin) Spite of that is the City still getting, they are 


getting firm power at a lower price than we are getting our 
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interruptable power, on the basis that we are buying our 
power? 

Yes, that 2S correct. 

The reason I was anxious to emphasize these points is that 
it seems to me that it would be very easy for anyone who 

is not thoroughly conversant with the power generating 
businesscorm lookine.at these 52 and 7s cent figures; at is 
extremely easy to form, to jump at the conclusion that 

the Consolidated was getting a much better deal, as it 
were, than the City was, whereas the fact of the matter is 
that if you take into consideration the economics of power 
production, and the relative load factors, the characteris- 
vues of the foads, which again have a definite: bearing on 
the economics, the fact of the matter then is that the 

City is buying its power on considerably more favourable 
terms than Consolidated is. Would you agree with that, 

Mr, Gaherty? 

Yes, on somewhat more favourable terms, I mean taking every- 
thingirito: account wit te: geubine das power on mone mavour- 
able terms. 

So long as they are more favourable that is the point I 
wanted to make. 

Yes. 

Then there is no question, since Mr. Bredin has touched 
rather extensively on the question of whether the City is 


subsidizing this or that customer, there would not appear 
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to be any question of the City subsidizing the Consolidated 
Mining and Smelting with regard to power rates to them? 
No, it is the other way around. 

Well no, I am not asking for that answer. 

No,” Yes, yes, 

Thank you. Now that is the main point I wanted to bring 
out. There is one other thing that occurs to me; Mr. 
Bredin has made a great deal of this question of taxation 
of your power lines within the City. 

YeSe 

Well is that not, correct me if I am wrong, it seems to 
me that that is largely an academic question. The City 
has the power toltax you; if*ith sovchooses;, amd the 

fact that they do not is merely a commercial arrangement 
for the sake of a. better working arrangement, and getting 
away from handing money back and forth. Presumably you 
arrive at the rate and then rather than charge that rate 
and having them charge it back in taxes, you agree on 

a somewhat lower rate on consideration that you do not 
pay these taxes, is that so? 

Tre Ce Le COrrecus 

This question of whether you pay taxes or not then, 15 
largely an academic question then, is it not? 

Yes, I think that 4 

It is not of any great importance, it is just a convenient, 


or an arrangement for convenience’? sake, is it not? 
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Yes, as we would expect to pay the taxes on property within 
the City, J mean just as we made the arrangement with re- 
gard to our offices, if we -- 

Thanks very much, Mr. Gaherty. I don't think I have any 
more, Ouesi2 ona, 

COMMISSIONER ROBISON ¢ There is a point there that I 
think we should clarify; when you compare the City of 
Calgary and its operations with respect to power and the 
Calgary Power Company, for example this Consolidated 
Mining and the City’s operations, must we in looking at 
the broad economics of the picture always take into ac- 
count the fact that that is an isolated situation out 
there, which is made possible to some extent by the labour 
pool, city services, and ancillary matters of that kind, 
but the reverse is not true, isn't that correct? Do you 
see what I am driving at, Dr. Gaherty? 

Yes. 

That the Consolidated Mining and Smelting, and other large 
industries, are made possible, to some extent at least, 

by the fact that an urban area is here with a labour pool 
and those services? 

ine labour pool 1s an important factor, 

Yes, but the reverse is not necessarily true, so that when 
you are considering the over-all economics of the situation 
you would have to consider that. Now that is what the 


Mayor was after a moment ago, I think. 
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Yes. 

MR. BREDINs: Could I just say one word 
arising out of Mr, Woodford’s last question. He states 

we might have taxed the Calgary Powers well, we can only 
tax them to the limited extent of the Hlectric Power ieee 
ation Act, and our private agreement, of course, would 
only be reflected in our own rates, but what I was, the 
point I was making was that the Calgary Power serving 

a private industry inside the city, it would not be re- 
flected in our rates, then the position was different, 

and then again we are limited by the ten mills, and not by 
any taxes we might just choose to levy against the company. 
MR. NOLAN: I wonder if perhaps we have made 
it clear what the provisions of this Electric Power Tax- 
ation Act -- 

COMMISSIONER ROBISON: I was wondering whether it 
wouldn't be wise to read that into the record, or put it 
into the record, 

MR. NOLAN: Perhaps I could have it marked as 
an EeneeaG, Sil. 

COMMISSIONER ROBISON: i think So. 

MR. BREDIN: i nad, Mr. Chairman, ten copies 
to bring down, but unfortunately I did not bring them. 
COMMISSIONER ROBISON: It has been cited incorrectly all 
SLlong,. OL Course, 


MR. NOLAN: Tt is the Rléctric Power Taxation 
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Act, and it has been cited in your record as the Electrical 
Power Exemption Act. That is wrong, there is no such 

Act. But the point Mr. Bredin is endeavouring to make, 

and that’ i would like to help him-«with if I could, is that 
under Section 3(1) there is a suspension of the taxing 
powers under 3(2) there is a power to tax in any City, 

Town or Village limited to ten mills as laid down in that 
Section of the Act. There is no tax payable by the 

Calgary Power in rural Municipalities at all, except on 
their land and buildings which they might have in a rural 
Municipality and upon which they would pay tax as any other 


resident, is that right? 


MR. BREDIN: Thay asacorrecus 

COMMISSIONER HAYES: And when did this Act come into 
Lorcer 

MR. NOLANs Toshasmbechranitorcs, Asin 


know, since 1929. If it were in force before then 1 am 
notrsure.s Was Le; MrwsGeherty: 

I think it was about '29 that it was introduced. 

MR. BREDIN: That serient. 

MR. NOLAN: I have in my hand, Mr. Commissioner, 
She Office consolidation, andithe Act is: cited asythe 
Electric Power Taxation Act of Chapter 26 of the Statutes 

of Alberta, 1929. 

COMMISSIONER ROBISON: I think we should take advantage 


of Mr. Nolan's suggestion, if there are copies available, 
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end havyesit marked as an Exhibit, because it) has been re- 
ferred to a great deal both here and in Edmonton. 

THE CHALRMANs Is this what you are referring 
tolelin. “eredinjaas navine copies sor? 

MR. BREDIN: Yes, I had made ten copies for 
the Commission, which will be sent up, if you would like 
them today. Perhaps Mr. Nolan's offer is more acceptable. 
MR. NOLAN: Weid,«l have only one, sir, but 
there are two amendments to the Act itself. One of them 

aS an-’Losandsthe other in’ '53, but they are unimportant; 
they simply take the assessed valuation away from the 
Alberta Municipal Assessment Commission, and then put it 
inethe Board of Public. Ubilisy Commissioners; and tney 
took it away from the Board of Public Utility Commissioners 
and back into the Alberta Municipal Assessment Commission. 
THE CHAIRMAN s Yes, (Mr. Bredinjwsiateyoun 
suggestion, or Mr. Nolan's, is it your suggestion that 

we receive this and number it now as an Exhibit, and have 
it delivered tomorrow morning since Mr. Bredin has these 
copies, or shall we leave the reception and numbering 

until tomorrow morning? 

COMMISSIONER BLACKSTOCK: Well, I don’t think it quite proper 
to mark a Statute as an Exhibit. We have all been furnished 
with the Utility Act, and the Town and Village Act, and 

all of the Acts that are relevant, but we haven't marked 


any of them as Exhibits. I don’t think we should begin. 
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MR. NOLAN: My only idea was that it might 
be more convenient if it were done that way. It is part 
of the Law of the Province. 

COMMISSIONER BLACKSTOCK: That is what I mean exactly. 
Mr, Gaherty, what do you call a heavy load, could you de- 
fine it in terms of horsepower, or kilowatts, or kilowatt 
hewre’ 

Oh, I would think 1000 horsepower load, or even a 500 
horsepower load would be a relatively heavy load. There 
are not many customers that are taking more than 500 
horsepower. The light loads, I have in mind the supplying 
of indivudal houses and garages, and small stores, and 
that sort of thing, the ordinary run-of-the-mill distri- 
bution, and of course a load like the Ammonia Plant, it 
is 24,000 horsepower, that is a very heavy load, I mean 
Pies, iarge Bndlise represents; on ,w1 suppose one-third of 
the maximum demand of the City of Calgary. Probably the 
Ammonia Plant takes nearly as much in the way of kilowatt 
hours, was taking more in kilowatt hours than the City of 
Calgary a short time ago. 

THE CHAIRMAN: I am assuming that there may be 
other questions on the part of the Commission, or other 
members on the floor, and so we shall now have our after- 
noon break until ten minutes after three. 


(Commission adjourned at 2:55 and reconvened at 3:15) 
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THE CHAIRMAN: Mr. Bredin, may I assume that 


for the moment you have no more questions? 


MR. BREDIN? Yes, Sars 
THE CHALRMAN $ Aiierieht. Are theresany ques- 


tions from the audience, the floor, or other parties? 
MR. MAVEETY: Yes, Mr. Chairman. 

THE CHAIRMAN Yes, Mayor Maveety, will you 
come over here please. 


MR. MAVEETY: fees, ‘Sirs 


EXAMINATION BY MR. MAVEETYs 


Q 


Mr. Chairman, and Mr. Gaherty, you are selling power whole- 
sale to some big firms in or around the City of Calgary, 
and you believe you have a right to hold them in the 

future in order to hold the rate that you are charging for 
power. Now in the case of Forest Lawn we have a company 
up there that has been buying power for the past 20 years 
and re-distributing it to consumers. Now the City of 
Calgary is concerned that they should have an extension of 
their lines and be allowed to sell their power retail to 
the consumers in and close to the proximity of Calgary. 

Do you see any need in a large customer, I am not Saying 
that we are too large out there, but it is re-distributed 
through another company, and the City has no money involved 


in the lines, now why the sudden comprehension in view of 


the fact that they owe us nothing, am they say they are going 
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to give us nothing, why should they be allowed to come out 
there and exploit us more in the future, or be allowed to 
take that line over when it has been lying dormant for the 
last 20 years? Have you any theories on that, sir? 

I don't know that I quite understand the question. The 
City, of course, has an investment in their lines running 
frOM Ouse Bubscacron so the city) dimits, and of course if 
we were to supply that load why we would have to step off 
one of our high voltage lines - 4d run a line to connect up 
with the system in Forest Lawn. I don’t know that that 
quite answers your question. 

No; what Ll -am drivine at is, wouldn’t you say you had as 
mucheright to sell wholesale to the distributor in Forsst 
Lawn as you have the right and desire right to sell to a 
large factory outside of the city limits? 

Oh, I think that probably we have as much right to supply 
anyone outside the city limits as the City would have, ex- 
€ept that the City, T-think, “has the permissive order and 
we have not. We are only supplying at the present time, 
we are only supplying three customers outside the city 
limits, the Ammonia Plant, that are near the City at all, 
the Ammonia Plant, which is a very large customer, the 
Ceislee lena, Wich te taking about LOOO horsepower, and 
another very small customer that is right alongside the 
Ammonia Plant, a small customer is, I don’t know, about 


100 horsepower, something of that order, a plant making 


ty Ap fe . f| 
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Conerete blocks, or something or that kind. 


Well, if you are supplying, 21% of your customers are under, 


what do you call it, the Farm Electrification -- 


MR. NOLAN: Thnsmnurea! Blbectrificatvion. 
Vas. 
MR. MAVEETYs -~ Rural Electrification, why 


wouldn't 1G be practical to supply the Town of Forest 

Lawn, or some other satellite, or any group of people 
anywhere near or around a large centre? 

Oh, there would be no difficulty in our supplying Forest 
Lawn, or Bowness, or Montgomery, or any other place outside 
the city limits where you have quite a large number of 
customers. Jt isn’t practicable to-supply two or three 

sna li netail, customers, but that, wl course,, arises out 

of the understanding we have had with the City for years, 
we have been supplying them wholesale, and we can't very 
well compete with them in supplying customers on the fringes 
of, the) City. «1 mean Giamigh> motibe Tain toeiiemy< bub 

of course if it was agreeable to the City, why we would 

be glad to purchase the Forest Lawn system and supply 
Forest Lawn along with the rest of our retail customers. 
Welde my pointes, Mr. Chairman, Ll think it cought tocbe 

just as automatic for this wholesale company to supply 
power to an outlying centre as it would be for this company 
to ask for rights to supply it to any large company. in 


the near vicinity. Thank you. 
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THE CHATRMANs: Mayor Mackintosh. 


EXAMINTION BY MR. MACKINTOSH: 

Q Mr. Chairman, Dr. Gaherty, I would like to get away for 
the moment from loads and everything pertaining to loads, 
and rather deal with the safety of some of the folks that 
live along the river bank. About two years ago the 
Provincial Government appointed what they call the Bow 
River Flood Control Board, and appointed to that Board 
was Mr. Ivor Strong, Commissioner Ivor Strong representing 
the City, also Mr. Stanley of the Calgary Power Company, 
and two representatives, as I remember it, Russell, and 
Mr. Reid from the Provincial Government, together with 
two Fue aeinca) men, one by the name of Mr. Angus 
MacKinnon, and the other by the name of Mr. Len Cooper. 
Now just within the last two or three weeks the Provincial 
Government is altering the name of the Bow River Flood 
Control Committee to that of the Bow River Ice Control 
Committee, and they are insisting, that is the Provincial 
Government, that each member of that Board be a professional 
Engineer. My question is this; has the Calgary Power 
Company influenced in any manner whatsoever the discharging 
of the HeneiceHnLtal men who were appointed to the Board 
to look after the particular interests of the ratepayers, 
or land owners, as one might say, along the river bank 


and wherever the river might flood, did the Calgary Power 
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Company exercise any influence on the Provincial Govern- 
Ment in dispensing with the services of these two non- 
technical men and insist that the Board be comprised only 
of technical men? 

Not to my knowledge, certainly, but I rather suspect that 
the Board could function more effectively without non- 
bechni cal mengon 2b, but that's just judging by press 
Clippings, 

From your experience as an Engineer, don’t you think, Dr. 
Gaherty, that it sometimes takes a man who iS a non- 
technical man to keep the professional men on the bit? 
Vos seoOlL Laurin toe lso inhibits frank discussions an 
the Committee, 

Don*t you think also the fact that a professional man is 
too apt to look at a matter as a purely theoretical matter 
without any consideration, that is to say that here is a 
machine, or something that will control a machine, and 
irrespective of what damage that machine may do, don't 
you think that the professional man is wholly and solely 
interested in the efficiency of the operation of that 
particular machine? 

Oh, I wouldn't agree with that at all. I think the tech- 
nical men generally look at these things objectively. 
Would you say -- 

And I rather think that the non-technical men, some non- 


technical men are, of course, very helpful, and some are 
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Very ODSt~rUCTIVe. 

Q) Would you say that has been wholly and solely true of the 
construction and the operation of the various dams owned 
by the Calgary Power at Ghost, Kananaskis, and elsewhere? 

fo Pant ob pegeet phetdritt of thaw question, /iWouldsyou 
mind repeating it, 

Q ifem sornye suring that period prior to the construction 
of the various dams upriver on the Bow that consideration 
was given to the safety of settlers below the dams that 
you already had cors tructed, do you think due consideration 


was given by your technical men? 


A Oh, IL am sure due consideration was given by our technical 
men. 
Q Well now, one other question, Dr. Gaherty3; we in Bowness 


appreciate the fact that Bearspaw Dam has been constructed, 
and that today instead of masses of ice as large as 
houses appearing in the river in front of Bowness, we 
have a comparatively clear running streams now one por-= 
tion ‘of this question 1S this, in the ‘event of Something 
oCCurnming at Bearspawy would 10 be possible Wor the river 
tO Uce Upragain, “inecther words ‘prion to the “construction 
of Bearspaw you were running approximately 1300 cubic 
second feet through, and now today you are running some 
5000 feet at certain periods in the day$ now if some- 
thing happened at Bearspaw where that flood of water 


would not be sent down the river, is there any possibility 
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ore tne raver=icing? 

Well, water has to be sent down the river, there isn’t 
enough volume above the Bearspaw Dam to hold it back for 
any length of time. 

There is no possibility through a defect in your machinery 
in your gates of the water being held either at the Ghost 
or at Bearspaw? 

Well, water could be held back. 

But I mean not through the means of human effort but 
through a defect in the machinery? In other words what 
ham crying tO #eét au, 16°15 possible by any means at all 
that the ice, or for the river once more to ice up again 
so that it would become dangerous? 

I think the river will ice up again. I think that this is 
an exceptionally open Winter. 

And if the river ices up again then with running such a 
vast amount of water, more than you used to do, and it 
became dangerous to the residents in Bowness along the 
banks, do you think it would be possible to evacuate those 
people prior to the rise of the water, or would the 

water be such a mountain of water built up that prior to 
their evacuation they would be drowned? What do you think 
of the possibility? 

Pidon, wine there Vs any possibility at all, I. don't 
know what, of course, I have a difficulty in understanding 


what the problem is, 
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The problem is thiss two years ago due to the icing of 

the river and additional water being sent through the dam 
at the Ghost, the people at Bowness suffered very very 
considerably both in health and financially, that is 

those people who are in a certain flooded area, and be- 
cause of that I believe the history of the Bearspaw was 
that the Provincial Government refused permission to the 
Calgary Power Company to interfere ~~ shall we talk about 
the Shepard proposition at the moment -- to interfere at 
Shepard prior to the construction of the Bearspaw Dam, 

in other words they wanted safety for humanity first. 

I think you are away way off the beam. I don’t understand 
what it's all about. I think the statements in regard to 
shea Ghostiare: Justenot 60, edythink fhetiat ae the weather 
that is the main cause of the trouble in the river. I 
mean back in 1896 there was a row over flooding of 

Lowery Gardens, and it was blamed on the Calgary water 
power. 

I am not trying to -- 

I don’t think -- 

T am not trying to lay the blame on the Calgary Power 
Company at all. 

eS. 

I am not trying to lay the blame on the Calgary Power 
Company, I am trying to receive your assurance, Lita Veale 


give it logically and reasonably, that the condition that 
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existed two years ago is unlikely to occur in the future 
because of the erection of the Bearspaw? 

T would think that there is very little likelihood of 
there being high backwater very close to the Bearspaw 
Dam. 1 would be surprised if there was high backwater 
above the Bowness bridge, but I wouldn't look for any 
change of conditions below the Bowness bridge, except 
possibly in five years. Now I may be entirely wrong. 

One other phase of the question, Mr. Gaherty, is this; 
that if the Calgary Power Company engineers are not al- 
together satisfied that safety will exist for the future, 
would the Calgary Power Company be averse to establishing 
a reserve fund, even although it may mean a very very 
Slight raise in electrical power to all its consumers, 

so that those folks who may be damaged in the future will 
not be dependent upon charity but will be able to be paid 
for their damages cutoof a fund Created'ror their provec= 
tion, would they be averse to establishing that? 

Well, I think the reason that they are damaged is that they 
built on flood plain land. I saw that house of poor 
Grassick, and that house was down in a flat channel of 
the river, there were willows, and so forth, growing all 
arouncsi2c, ana Of “Course if you build below the high water 
mark there is a danger of trouble. 

But many of those houses were built in the '*20's -- 


COMMISSIONER ROBISON: IT hesitate to interrupt, Mr. 
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Chairman, but.on the basis of our terms of reference, this 
Commission's terms of reference, I have very grave doubts 


whether we should be listening to this. 


MR. MACKINTOSH Thank you, Mr. Chairman. 
COMMISSIONER ROBISON: Teelicie Say bodueGLreciui, 

MR. MACKINTOSH: Thank you. 

THE CHAIRMAN 3 Are there other questions from 
Ene oor. 

MR. NOLAN: | If there are no others, may I 


put a document to the witness please, sir? 


THE CHAIRMAN: Yes. 
MR. NOLAN: There are no other questions? 
THE CHAIRMAN: T can see no indication. 


EXAMINATION BY MR, NOLAN: 


Q 


I am showing you, Mr. Gaherty, a copy of an agreement be- 
tween the City of Calgary and the Calgary Power Company 
dated the 12th day of December, 1950. Is that the agree- 
ment between the two companies? , 

i*don > Cink thee cnetcorrect. onc. 

MR. BREDIN: There are two, Mr. Nelan. 

This is not the main power contract. 

COMMISSIONER DAVIES: I was trying to get your attention, 
ie NOlLens U think this 2e"the other one. 

TALS LS not Une main one. 


MR. NOLAN: That's the sale of the -- 
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A Yes, this is the sale of the West Calgary Substation. 
COMMISSIONER DAVIES: This one here, Mr. Nolan, has 
certain bylaws annexed to it of the City of Calgary, in- 
cidental to its approval. 
MR. NOLANS Oh yes. An agreement dated the 
12th of December, 1950, that is the agreement, is it, 
between wi | 
MR. BREDIN$ Both are on the same date. 

A Yes, both are on the same date. Yes, this is the main 


agreement. 


MR. NOLAN: That is the main agreement? 

A This is the main agreement. 

Q T offer that in evidence, if it might be given a number. 
THE SECRETARY: DLC. 


AGREEMENT BETWEEN THE CITY OF 
CALGARY AND THE CALGARY POWER 
COMPANY DATED DECEMBER 12th, 
1950 MARKED AS EXHIBIT 5AC. 
THE CHAIRMAN: And the name and the description, 
Mr. Nolan? 
MR. NOLANS: The document, sir, is a Memoran- 
dum of Agreement made the 12th of December, LO50,. and as 
a contract between the City of Calgary and Calgary Power 
Limited, and is annexed to and referred to in a City of 
Calgary Bylaw numbered 4132, which is annexed to the 


contract itself, and there is also annexed the Order of 


the Board of Public Utility Commissioners dated the 20th 
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of December, 1950, which gives the approval of that Board 
to this contract, which has just been marked as an Exhibit. 
THE CHAIRMAN: Thank you. 

MR. NOLAN: There was one other thing I 
wanted to ask Mr. Gaherty, if I might, sir. 

THE CHATRMAN?: tL am sorry. 

MR. NOLAN: Mr, Gaherty, some little while 
ago you made mention of the cost of horsepower per year to 
Mr, Woodford, and there was a discussion as to the relative 
costs per kilowatt hour. Now we take the costs of horss- 
power per year and compare it with what another company is 
paying per horsepower year, is that the whole story, Mr. 
Gaherty? 

No, part or the cost 16, the cost depends mainly on the 
customer’s maximum requirements, but part of the cost 
depends upon the quantity of energy the customer uses. 

So it is really a combination of the horsepower year and 
the kilowatt hour? 

Les. 

Upon which comparison ought to be made? 

Ves. 

I was going to ask you too, you made mention of a 
496,000.00 figure in connection with the Ammonia Plant. 

I take it you have a substation there? 

That is the cost of, shown on our books of the substation 


at the Ammonia Piant. 
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Yes, and, -- 

Supplying the Ammonia Plant. 
IT beg your pardon? 

Supplying the Ammonia Plante 


Yes? 


That also steps down for the supply of the C.I.L. Plant and 


this other small plant near the Ammonia Plant. 

And the point you were endeavouring to make, I take it, 
was that with a capital investment of 496,000.00 -- 
16s. 

~~ which would be taxable? 

Yes. 

Under any change in the existing tax structure, the amount 
of the tax yielded by that investment would be very small? 
Very small in relation to the revenue. 

Now so far as the south-east portion of the city is con-= 
cerned, Mr. Gaherty, and by that I mean outside of the 
city limits, am 1 right in saying, or tell me, are the 
transmission lines of the City of Calgary in that area 
suitable for suppying industrial loads? 

No, no, they are only suitable for supplying small retail 
loads. 

Wherein does their unsuitability lie? 

Well, a much higher voltage would have to be used, and a 
heavier conductor. The lines would have to be rebuilt 


So. thaw 1or tne eres +ndustrial loads, would have to be 
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supplied off our lines direct. 

Or new lines of a comparable nature? 

A comparable nature built from some other part of the city. 
Would have to be installed? 

Yes. 

Which might involve a duplication? 

Yes. 

Teter aca ts al, — oenk you, Mr, Gaherty. 

THE CHAIRMAN: Now members of the Commission, 


questions of Dr. Gaherty. Mr. Hayes? 


EXAMINATION BY COMMISSIONER HAYES: 


Q 


Dr. Gaherty, some years ago they had a plebiscite in this 
Province about the Government taking over the power 
business. if I recall at that time the rural people were 
very much in favour of the Province taking over and the 
urban people were not. 

Yes. 

My understanding was that there is no costs in the urban 
di suriets to tue consumers: 

No, the cost to the urban consumers is not increased over 
what it would otherwise be by reason of supplying the rural 
consumers, and I think the fear at the time of the pleb- 
iscite was that the urban business would be used to sub- 
sidize the rural business, and consequently the cities 


were against it and the farmers were in favour. That's 
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the impression I have, but -- 

Well now, what is, how does this compare with say Ontario, 
where are the urban and the rural people in their set-up? 
Well, the rural electrification in Ontario is heavily sub- 
sidized by the Provincial Government, and also in part, li 
mean partly directly and partly through the operations of 
the Hydro-electric Power Commiss on of Ontario. 

Well, I am interested in the subsidization. Just how is 
the rural area subsidized’? 

I think, of course I am just speaking from memory, and it 
is some time since I have studied the question, and I may 
not be quite right, but my recollection is that the 
Province provides half the cost of, half the capital cost 
of all the rural lines, and I think that includes the 

cost of service to customers that we would class as hamlets 
here, and the Ontario Hydro on top of that supplies ser- 
vice at special rates, which, my impression is, involve a 
substantial subsidy, something like possibly half. But 

it is so long since I have looked into it that l wouldn’t 
like you to put too much confidence in what T am saying 

in regard to it. 

But there is a subsidized -- 

There is a very heavy subsidy involved in the service of 
rural customers in Ontario, I know that, and my impression 
is that some of it is direct and some comes out of the 


electric service through the Ontario Hydro, which, as you 
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Know, 15 oe med service at cost, and of course when some 
customer is supplied at less than cost, well some other 
customer is going to pay more than cost. 

Well, assuming that an urban district such as Calgary here 
in their consumption get a rate, and they supply their 

own transmission lines, as I understand it, and you sell it 
to them wholesale? 

Yes. 

Thatés riche am ehe*teitys 

Ves. 

That?s not true of some other places, we will say our 
latest City; vamrose? 

es. 

You own the power lines and maintain them there? 

Yes, we distribute retail in Camrose, and we serve the in- 
dividual customers in Camrose. 

Yes? 

Here we serve wholesale. 

Yes, but you own and maintain your power lines within that 
urban centre: 

Within the urban centre, yes. 

The rate is based on the consumption within that area? 

168% 

Then in one of these rural electrification projects outside 
of that area ste 


Yes. 
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~~ does that have the rate that is established there, has 
SGlanuvyevearinevin 26s Close proximity to that urban 

area? 

No, we try to provide the service at a uniform rate all 
over the Province. Now in some of the newer areas we have 
gone into in the far North where the service was very 
thin, we are charging a higher rate --~ I believe Mr. Hansen 
may vesa0le toseivesyou more information on thas -= 
because we didn’t feel that it would be fair to charge the 
rest Of the Provinces more in ordér to subsidize that pert 
ORGLUSC er Movyince stout Lam not too familiar witechhs detaiis. 
Dos Uuderstand tthatiin théeauain itis 2eniiform riral 
rate of two cents per kilowatt? 

That's what the company gets, but of course the farmer 
pays forauhe Lines; fon his distribution limes) andytne 
company pays, the company owns all the main lines, of 
course, and the lines out to the hamlets, 

What I am trying to get at is the rural people pay you on 
the basis of two cents per kilowatt? 

Yes. 

And they own the line? 

TéS8, 

In other words you have no investment in that line, but in 
the urban area that they are adjacent to, that the rural 
eres 1S, adjacent to, you maintain all» the lines? 


Yes. 
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But in no case it goes to two cents per kilowatt? 

Well, we run into the same trouble, you know, with load 
factor and so forth, that we have been discussing in con- 
nection with the cities, with the City here, The load 
factor of the farmer is very poor. We have, there have 
been some, we have some test systems operating in which we 
know, from which we know that the load factor is only 

25%, Well, that means that we have the equipment standing 
there, and we are only using it on the average 25% of the 
time, so that if the cost of supplying the farmer is on 
the horsepower basis, you see, most of our costs of supply- 
ing, but he pays on the kilowatt hour basis, so that the 
rate per kilowatt hour has to be relatively high to offset 
the effect of his exceedingly poor load factor, and then 


the farmer does not use any electricity from midnight until 


seven aom., but our transmission lines and generating plants, 


and so forth, are all sitting there ready to supply him if 
he wanted to use it. Of course it is the carrying charge 
of that investment with so little use being made of it 

that runs up the cost of supplying the farmers. 

I think I understand that particular argument, but what 

IT am interested in most of all, I know of some instances 

iio LOse proximity to an urban district where the lines run 
out of the urban district into the rural district, and they 
have, we will say, the urban rates, you form some kind of 


a rural electrification scheme, and you must pay more, is 
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that right? 

Well, I mean where your average rates, you must somewhere 
have a boundary between the town and the urban area beyond, 
and of course where there is that boundary there must be 

a change in the rates. 

Well, the boundaries are the urban districts then? 
Yes,.vyes. 

But if you are fortunate enough somehow to get the urban 
district to extend, then you do the extending, not somebody 
else: for instance the small urban areas outside the city 
you, where you service that particular urban area, you own 
the line? 

Yes. 

But if you happen to make an extension out into the rural 
area adjacent to that -- 

Yes, 

-- you still provide the lines? 

eos 

And they get an urban rate? 

Yes. 

But if you go out into a rural district where there is 
rural electrification, they pay a higher rate? 

Yes. 

Now that's the part some of us can't very well understand. 
Now what's the explanation? JI mean we are UEP ee ace 


and we all live outside these urban boundaries? 
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Well fit think oursdifiiculty there is that ~-.of course, we 
can't grade our rates, sort of hold them down evenly, we 
have to make breaks here and there and average certain 
areas, Perhaps Mr. Hansen could be more helpful, he is 
more familiar with the details. 

MR. HANSEN: I was just going to speak to Mr. Nolan. 
COMMISSIONER HAYES? Now let's go along to the city 
tacworcawium a2.) onher things beine equal, the larger 

the consumption within the city -- 

Yes. 

~— the better the rate, 

The denser the population the less the cost of service, 
and of course if the service costs less why the rates tend 
to be less, 

in other words, if some of the other services cost more, 
such as schooling, -and all other services, the Giectric 
energy would be less because of the greater consumption? 
Yes, yes. Of course we try to work them out as best we 
can, but there are bound, no matter how careful we are, 
there are bound to be some inequalities. 

Oh yes. In my own particular case you have been very good 
to me, and I have enjoyed the power for a good many years, 
af Loam very tiankiul. . i. am not connected with any of 
these schemes, but I have been very thankful in my own 
experience. 


Yes. 
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Now did Mr. Hansen have something on that rural and urban 
Situation? 
MR. NOLAN: Yes; if Mr. Hansen coula be 


sworn and interject please, sir? 


ea 


sworn, testified as follows? 

THE CHAIRMAN Mr. Nolan, is this likely to De 

a considerable submission? 

MR. NOLAN? Tt is just an answer to Mr. 
Commissioner Hayes. You heard what Commissioner Hayes said 
to Mr. Gaherty. It really has to do with what we call the 
fringe formula. Could you please explain the fringe formula? 
THE CHATRMANs He eeahts been sworn yet. Oh, 1 
anesorry, 1.b-1e ny Taulo, 25 ae 0nou yours, Mr, Nolan. 

MR. NOLAN? Would you please explain the 
fringe formula to the Commission, Mr. Hansen? 

DLP, Ln Ve. Vinge Recaro fins coverage to farms in the 
Province, some definite undertaking must be made with the 
Rural Electrification Associations. There are some 

farmers living in these Associations who live within reach 
of the distribution systems serving the urban areas, such 
as High River, Claresholm, Sedgewick, and other towns. 

To make the total cost of the network of farm lines serving 
those farmers as low as possible, it is economical, there- 


fore, to serve those farmers who are just across the 
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boundaries of those communities from the secondary voltage 
lines, and not provide them from the high voltage lines 
that run, perhaps, some considerable distance to them, so 
that there is a physical, or a definite technical division. 
Therefore, the farmers as a whole benefit in their member- 
ships to the R.E.A.*s by this lower cost. However, the 
agreement with the R.E.A. Association is that, or defines 
that bona fide farmers must be members of the Association, 
and therefore they must have the same rate in the Associa- 
tion as the farmer who must live ten miles from that town 
or village, even though he is just across the border, he 
has the same two cent rate per kilowatt hour, and there- 
fore he can't enjoy the same rate as inside, or as apply 
inside that hamlet or town. It could be, however, that 
that rate inside the town is higher than he has, and we 
have such cases, The average rate per kilowatt hour on 
our whole system for domestic service is three cents per 


Sowa to Gours 


MR. NOLANS Ts*that satisfactory, Mrs 
Commissioner? 
COMMISSIONER HAYES: Tes, a> think’ ib 18, °0ub you say 


there are rates in urban areas higher than the rate on 
some of the rural electrification lines? 

Yoo, conay to 'e0e 

CieteLe ells 

MR. NOLAN: That is all, thank you. Perhaps 
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Mr, Gaherty would answer any other questions. 


GEOFFREY ABBOTT GAHERTY, recalled, 


having been previously sworn, testified as follows: 


THE CHATRMAN: es, Mrs Daviess 


EXAMINATION BY COMMISSIONER DAVIES : 


2 = © ~- 


Mr. Gaherty, you aren't supplying the power to Bowness, 
are you? 

We are supplying through the City, we are supplying the 
City with power wholesale, and the City in turn supplies 
Bowness. 

But the sole problem of the Calgary Power Limited in this 
area would arise out of the extension of Calgary's boun- 
daries? 

Yess 

That's right? 

Yes, 

And that would bring the possibility of conflict between 
Calgary Power Ltd. and the City of Calgary in supplying 
firstly these three outside large consumers that you men- 
tioned? 

Yes. 

Three in particular? 

Yes, because we have not the right to use the Gieyts streets 


and lanes, so that if Calgary's boundaries were extended 
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why I think we would have the right to supply existing cus- 
tomers. Mr. Nolan could probably answer that. 

MR. NOLAN: Nell, there was an amendment to 
the Public Utilities Act, I remind Mr. Commissioner Black- 
stock, that existing contracts were not torbe interfered 
with by reason of annexation. Pethinkiiteis: Sertion 14Al (a) 
of the Public Utilities Act. 

We would like to be able to supply large industrial cus= 


tomers, but that is something that we would have to thresh 


‘out with the City. 


COMMISSIONER DAVIES: Well, what is bothering me as a 
member of this Commission, Dr. Gaherty, is this; is that 

I don't see how we can, as a Commission, as a special 
Royal Commission that is constituted to investigate these 
matters, how we can content ourselves very well with the 
general recommendations, for example that the City of 
Calgary and the Calgary Power Ltd. should try and get to- 
gether. I think that would be far too general. 

Yes. 

In respect to this matter, and therefore I would feel that 
we would have to go further than that, and we would have 
to perhaps enunciate certain principles of fairness and 
equity, and so on, and that’s what I am particularly inter- 
ested in at the moment, is whether or not you feel what 
principles should be enunciated. 


Yes. 
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In dealing with the competition that might arise if the 
boundaries are extended. 

Yes, 

And what should those principles be? 

So long as we are supplying the City with power, with its 
requirements wholesale, of course the question doesn’t 
really arise, because in working out our wholesale agree- 
ments why we have to agree on terms UR areal estne sehen is 
in Edmonton that the question is critical, because we 
have planned our facilities on the basis of supplying the 
area around the present city limits, and we are building 
the Wabamun Plant, and so on. Well, if our field for ex- 
pansion is going to be very much restricted, of course if 
we had known it was going to be we never would have, I 
don’t think we would have gone into the Wabamun Plant, athe w 
instance, and contented ourselves with supplying power 
through the South. So that anything that. restricts us 10 
the future why naturally is very serious to us. 

Well one principle that I am wondering about is this: whether 
or not as a matter of right that large industries estab- 
lishing in this Province should not, as a matter of right, 
have the right to buy their power where they can OUy el 
the cheapest. Do you think they should? 

I think they should, myself. 

I was going over this Annual Statement Ot the City ot 


Calgary Electric Light Department for the year 1953, and 
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this is on the distribution system. The only charges for 
interest and redemption of capital loans on the whole dis- 
oripuciom system an the City°of Calgary is $25,485.95, irom 
which it looks’ to me as if the City of Calgary Electrical 
Distribution System hasn't got any debt other than some- 
thine over $30,000.00, Is that right, Mr. Mayor? 
MR.BREDIN; That is correct. 

Q COMMISSIONER DAVIES: And then when I analyze this 
statement on the revenue and expenditure side I find, 
no, on the expenses side, let*s put the revenue side first, 
the total revenue of the Department is $4,634,000.00. Now 
charged up as expenses are taxes and rentals, $233,000.00, 
and that includes a 5% tax that the City charges on the 
revenue, in other words the City is charging back to the 
consumers of electricity in this area a tax. It looks as 
if ‘the City is charging itself 6 franchise ‘tax’ because at 
itself is distributing the power. And then under the 
heading of Betterments and Extensions there is an item of 
$960,000.00. That item is apparently, it would appear that 
all of the extensions to the Calgary Electric Light System 
are being paid for out of incomes that is not a depreciation 
item, that is not maintenance, that actually is a profit 
aS 1s the eo, 000,00", When Ut says Credited tothe City's 
general revenue, contribution as per budget, $90,000.00, 
Surplus for the year 1953 $557,000.00." So there is another 


item of 620,000.. Now when I total all this I find that it 
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appears that the profit of the Calgary Electrical Distri- 
bution system is $1,620,000.00, if we consider that 
960,000 capital expenditure was made out of revenue, and 
your total revenue is $4,634,000.00. I make that out 

that the City of Calgary is making approximately 39% in 
terms of its gross revenue that the actual real effective 
profit to the people in Calgary is 39%. Now do you think 
that there is much hope of industry establishing in this 
Provinces and getting electricity at competitive prices if 
the public authorities in the country are going to want to 
make around 39%, if that*s what it is, the way I have out+- 
iii cett lr, KGaherty ? 

Well, I think the rates for industry have to be based on 
cost to attract large industries, and I know that the cost 
of power was the main factor in bringing the Ammonia Plant 
here, that we had to get down in the basement with our 
price, for. power in order te attract, them, and ofcourse naa 
is why I am so anxious that the Power Company be in the 
position to supply the really large industries direct, 
purely on account of competitive conditions, because I 
don't think we can make, I doubt whether the terms will be 
attractive enough unless that is so, 

On the question of rates, have we got the rates.for the 
Calgary area, have we had them filed, Mr. Hansen? 
COMMISSIONER ROBISON: I think they have been filed in 


Edmonton but not here, I think. 
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Te RAN That is right, we haven't filed 
them. 
COMMISSIONER DAVIES: But you will be filing them. 


Can you file them today? 

MR. HANSEN: Yes. 

The only rates would be in those, except for those three 
industries the only other rates would be in the farm 
electrification groups, wouldn't they? 

MR, BREDINs Mr. Chairman, I think it was the 
City that was asked to file its rates. We intend to do 
thatrasls chatewhary vourhad an imind,; Mr. Commisspoanen? 
COMMISSTIONG&R DAVIES: Well, I understand there are some 
services outside the city limits even that are not in the 
Farm Electrification Scheme. That is right, Mr. Hansen, 
Seo tae 

I think all our consumers except for those three industries 
are in the Farm Electrification Scheme, aren't they? 

MR. HANSEN: There are four communities in 
the area of Calgary, using the term Metropolitan Area, 

the area surrounding the city, the Hamlet of Silver 
Springs, the Varsity Heights, the 17th Avenue Domestic, 
and. the Hamlet of Conrich, There are 27 customers in 
Silver Springs, 20 customers in Varsity Heights, 8 
customers in 17th Avenue Domestic, and the Hamlet of 
Gonrich, 6. 


COMMISSIONSR BLAGKSTOCK: And are those areas, those hamlets 
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getting service merely because of a rural electrification 
scheme in their area? 

MR. HANSEN: These four are, yes, sir, 
COMMISSIONER BLACKSTOCK: But for the rural electrification 
those Hamlets were located in such places that the service 
to them could not be granted? 

MR. HANSEN: That is true, they would not have 
had services as quickly as they did. 

COMMISSIONER DAVIES: Do you think, Mr. Nolan, that 

you could arrange to get and file with the Commission 
information further along the line as to the question of 
the policy oi the Hear oerolee hits Power Commission in 
Ontario in supplying industrial consumers. direct rather than 
through the retail outlet of the cities and towns, and so on? 
MR. NOLAN: Yes. J would ask Mr. Gaherty, 
thatointomiation is available, is 1t net; in bhe reports 

of the Ontario Hydro Commission? 

I don't know to what extent it is available in reports. 

I obtained it mainly direct from men I know in the Com- 
mission. 

MR. NOLAN? To what extent it is available 

we will undertake to get it then and bring it here as best 
we can. 


COMMISSIONER DAVIES: Thank you. 
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EXAMINATION BY COMMISSIONER BLACKSTOCK: 


Q 


Mr. Gaherty, supposing we made the recommendation whereby 
you were precluded from serving those customers, what 
effect would that have on your ability to raise capital 
for a further development? 

Oh, if we were precluded of course it would be a terrible 
blow because we would suddenly find ourselves without a 
large part of our load, and it would take years for us to 
catch up, and furthermore the load factor of our load 
would be different and we would require a different kind 
of facilities. 

And would that affect your ability to raise money? 

Oh yes, yes, because 50% of our load is industrial load. 
I think that 50% of the kilowatt hours we supply is in- 
dustrial. 

MR. BREDIN: I wonder, Mr. Commissioner 
Blackstock, if I might ask the witness whether that applies 
equally to Calgary and Edmonton? I am thinking now the 
Calgary situation is not comparable to Edmonton where 
Edmonton is not now serving in the area. 

COMMISSIONER BLACKSTOCK: No, but I have in mind, Mr. 
Bredin, both situations, . In Edmonton there is a very 
heavy industrial load to the east. Now if we should say 
that that area should be taken into the City, and if we 
also should say that the City would have the right to 


service that load, or putting it vulgarly that we throw 





et 


Calgary Power out of the window, what effect would that 
have on their status in the money market? 

MR. BREDIN: Wall my point, sir, is this; 

TI can't see any difference in Calgary Power?s position 

in regard, let us say, to Canadian Tndustries, whether 
they are served through us here or directly insofar 4s 
raising capital, They have to build up the same load. 
COMMISSIONER BLACKSTOCK: TI am thinking more in general 
terms, Mr. Bredin. When a Government interferes with 
what I might call mae ten rights, then surely there must 
be repercussions in the money market. They say this 
Government is going to do this today and what are they 
roingsto doxtomorroqw?. Lt is the position of vested rights. 
To me that is an extremely serious phase of the problem 
at hand, 

MR. MACKAY? Mr. Blackstock, would that 
problem not be more applicable to Edmonton than ie oe 
here? 

COMMISSIONER BLACKSTOCK: No, it is a matter of principle, 
Mr. Mayor. 

MR. MACKAY? That's what I mean, they manufac- 
ture their own power there, they are completely in the 
market. 

THE CHAIRMAN ¢ Are you through, Commissioner 
Blackstock? 

COMMISSIONER BLACKSTOCK: Yes, sure. 
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T answered your question, did I, sir? 


THE CHATRMAN Mr. Robison. 


EXAMINATION BY COMMISSIONER ROBISON: 


Q 


Dr. Gaherty, I have just two or three minor questions here. 
I have noted down previously this question; that the 
Calgary proposal, and I assume you are TaMmLliae with ie 
in its broad terms, if it is implemented do you see any 
problems per se. Well now, the main one that has come 
out is the supplying of these prospective industrial cus- 
tomers. We have discussed that. Do you see any other 
problems that may arise if Calgary annexes or takes in 
this area that they are proposing before this Commission? 
From the point of view of the Calgary Power, of Course: 
Oh, I don't know that there are any problems from the 
point of view of the Calgary Power Company. 

Well, we have touched -- 

That taxation situation I think is covered and it, that 
doesn't affect us at all, and it is -- 

Well, I just thought you might, there might be some other 
factor in your mind, Dr. Gaherty. Apparently there 
ver. 

No, we are, if there was any, if it would result in increas- 
ing taxation to industry in that area of course it would 
concern us, because then there would be less tendency TOL 


industries to establish and our prospective business would 
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decrease. 

Well, you have provided a transition to my next question. 
We touched on this in Edmonton, Dr. Gaherty, and I return 
to it again today. It is this matter of fixed assessments, 
and the Province entering the field of assessing these so- 
called major industries. You have outlined the four types 
Oreincustricssin your) Brier, rand) leréefer) tor the fourth, 
Yes. 

That is competitive industries. 

TCS. 

Dovvyou think that while it is feasible for the Provinces to 
assess, as they do, the power industry, and pipelines, is 
iG. feasible, in your opinion, for them Province-wide to 
assess in these eeaiied major primary industries, do you 
feel you covld offer anything on that? 

I would think so, because I understand, well I understand 
thata those industries: in) Ontario, or in Quebec I know 

that those industries pay only on land and buildings, 
whereas in some districts here I believe they pay on the 
moveables and machinery, and so forth, as well. 

That is what we touched on in Edmonton, but what I am 
getting at, Dr. Gaherty, is the question of the Province 
taking over the assessment and taxation of these so- 
called primary industries on the same basis, or using 

the same principle as employed in these fixed assessments 


on Calgary Power, or pipelines, and matters of that kind. 
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Do you think it is feasible? 

I would think it would be feasible, just as feasible as 
with our facilities, and then the industries would know 
what the score was when they came in. 

Would you see any problem, Dr. Gaherty, in definition of 
major industries for the purpose of assessment? 

There would be a problem there, but I imagine that a 
definition could be worked out. Of course I am wondering 
why all industries aren’t assessed on the same basis, 

why equipment is assessed in one place and it isn’t in 
another. 

That’*’s a very legitimate wonder that you ask. Thank you, 
Dr. Gaherty. 

COMMISSIONER DAVIES: Mr, Chairman, could I interject 
here and ask whether or not it is possible for the City 
of Calgary to have its viewpoint on power expressed im- 
mediately following Dr. Gaherty? 

THE CHATRMAN : You are asking me to ask repre- 
sentatives of the City? 

MR. MACKAY: Well, Mr, Chairman, I think the 
Board of Commissioners would want to discuss that before 
we actually answered it. The whole power question is some- 
thing we haven't actually jelled our thinking on, and when 
it goes into the ramifications that have come out this 
afternoon, it just makes it that much more fluid and I 


think we would want the jello to settle a little bit before 
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we try to get its flavour. 

THE CHAIRMAN: Mr. Mayor, your language is 
somewhat more colourful than Mr. Garside's, but the answer 
is the same. 

MR. MACKAY: T think one observation, if I 
might, in view of Commissioner Robison's remarks as to 
Calgary taking places over, Mr. Gaherty. Our Council is 
somewhat concerned, and we have sold that principle that 
Calgary is going to take over these areas, and our Council 
is very emphatic in its thinking that if amalgamation 
takes place these are the things that must be answered 
before we can endorse it, so that we haven't said that 
we are quite happy to take all these areas in at all, 

we wouldn't want the whole problem discussed in that way. 
THE CHAIRMAN: Mr. Mayor, we are looking for- 
ward to the City’s, shall. I say; final presentation or 

its case to us next week. Is it possible that this will 
be, that 1t will be possibile’ to include this? “How long 


is this jelling likely to take? 


MR. MACKAY: You mean in relation to the Power 
Company? 
COMMISSIONER DAVIES: Yes, that is what is before us 


at the moment. 
MR. MACKAY: Well, in principle I imagine we 
could state our case, yes. 


THE CHAIRMAN: Yes, very well. 
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COMMISSIONER ROBISON: Would that require another meeting 


of the City Council, Mrs, Mayor? 


THE CHAIRMAN: Well, that's very fair. 
COMMISSIONER ROBISON: He knows what I mean, sir. 
THE CHATRMAN : Yes, 2 think he does, 


COMMISSIONER BLACKSTOCKs Shouldn't Mr, Gaherty be here 
when that view is presented? 

MR. NOLAN: I would very much like him to be 
here, but as I had occasion to say to the Chairman quite 
privately, Mr. Gaherty did not have to leave until this 
week, but he has to be in the East next week because of 
those meetings of which I made mention in Edmonton at the 
opening of the Hearing there, and I might add that the 
meeting was postponed to meet the convenience of Mr. 
Gaherty, and I am afraid he must be thare next week. 

MR. MACKAY: Mr, Chairman, I don't think 
there.is anything in this world except meetings, but I 

will see if we can get another one in somewhere. 

THE CHAIRMAN: And, Mr. Nolan, do I understand 
Dr, Gaherty will be available for the rest of this week? 
MRe NOLAN: Well, he did intend to leave for 
Edmonton, sir, to spend a day or’ two in Edmonton, and to 
leave from Edmonton for the East, not returning to Calgary, 
and I am afraid that it won't be possible for him to attend 
again here, unless it be the express wish of the Commission 


that he do so, 
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THE CHAIRMAN: Mr. Nolan, I wish that you would 
discuss with Dr. Gaherty before he goes away a possible 
method or methods of dealing with the question that 
Commissioner Blackstock has raised, in the event‘of its 
not being possible for Dr. Gaherty to be here. Now I 

know we are indebted to him as the head of the Company 
being here and answering all these questions, but I would 
hope that there were others of the high command that might 
be briefed so that they would be able to be here and react 
to the proposals that might be made by the City. 

MR. NOLAN: Oh yes, we will be careful to 

be here when the City gives its evidence, and if there is 
anything that requires answering, or explanation, we will 
be prepared to bring executive officers of the company, 
who perhaps cannot speak with the authority that Mr. 
Gaherty can speak with, »ut who, nevertheless, will express 
the views of the company which they will have obtained. 
after consultation with the President of the Company. 

THE CHAIRMAN: Yes. Well, I think that is all 
we can hope for, and we shall be grateful for that, but 
Commissioner Blackstock and Commissioner Davies have both 
been very insistent, both in Calgary and Edmonton, that 

if possible when the proposals of the cities concerned 

are before us that we shovld have the reaction of the 
Power Company. 


MR. NOLAN? In other words, sir, you want the 
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benefit, or otherwise, of any criticism which we might have? 
THE CHAIRMAN: Yes, so the Commission itself 
before it formulates recommendatiors will know what it is 
talking about. 

MR. NOLAN: Well, in other words you want 

our minds to meet on the problem involved? 

THE CHAIRMAN Yes. May we assume now then that 
Dr. Gaherty may be excused? Sir, again we thank you very 
much. 

Thank you very much, sir. 

THE CHATRMAN: Tomorrow morning at 9:45, and 

we shall expect Mr. Gardiner and the Municipal District 


of Conrich to be in attendance and in good form. 
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